ALUMINUM INDUSTRY 


HEARINGS 


BEFORE 


SUBCOMMITTEE NO, 3 


OF THE 


SELECT COMMITTEE ON SMALL BUSINESS 
HOUSE OF REPRESENTATIVES 


EIGHTY-FOURTH CONGRESS 
FIRST SESSION 
PURSUANT TO 


H. Res. 114 


A RESOLUTION CREATING A SELECT COMMITTEE 
TO CONDUCT A STUDY AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BUSINESS 


MAY 17, 18, 19, 23, 24, 25, JUNE 21, AND SEPTEMBER 29, 1955 


PART I 
Testimony Concerning Shortages and Related Matters 


Printed for the use of the Select Committee on Small Business 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1956 








SELECT COMMITTEE ON SMALL BUSINESS 
WRIGHT PATMAN, Texas, Chairman 


JOE L. EVINS, Tennessee WILLIAM §. HILL, Colorado 

ABRAHAM J. MULTER, New York R. WALTER RIEHLMAN, New York 
SIDNEY R, YATDS, Ulinois HORACE SEELY-BROWN, Jz., Connecticut 
TOM STEED, Oklahoma WILLIAM M. McCULLOCH, Ohio 

JAMES ROOSEVELT, California TIMOTHY P. SHEEHAN, Illinois 


EVERETTE MACINTYRE, Steff Director and General Counsel 

Wma. SUMMERS JOHNSON, Assistant Director and Chief Hconomist 
Marip M. Stewart, Clerk 

JANE M. Deem, Administrative Assistant 

Grorce L. ARNOLD, Assistant Counsel 

IRVING MANESS, Assistant Counsel 

JUSTINUS GOULD, Assistant Counsel 

KATHERINE C. BLACKBURN, Research Analyst 

CLARENCE D. EvEeRETT, Investigator 

VicTor P. DALMAS, Assistant to Minority Members 


SusBcoMMiITTEE No. 3 


SIDNBY R. YATES, Illinois, Chairman 


TOM STEED, Oklahoma TIMOTHY P. SHEEHAN, Illinois 
ABRAHAM J. MULTER,? New York 


EVERETTS MACINTYRE, Staff Director 

Wma. SUMMERS JOHNSON, Chief Economist 
Makip M. STEWART, Clerk 

Grorce L. ARNOLD, Subcommittee Counsel 
KATHERINE C. BLACKBURN, Research Analyst 
SaM MOMENT, Consulting Economist 


1 Served on subcommittee during course of hearings. 
2 Has served on subcommittee since the hearings. 


II 





DEPOSITED BY THE 
UNITED STATES OF AMERICA 


CONTENTS 





Page 
Statement of— 
Anderson, Dewey, director, Public Affairs Institute, Washington, - 
BS Fas eran tl cadena iain eek chara i RA Pk oe a ihre died EE tenes se ia ‘ 
Borton, John C., director, Office of Export Supply, accompanied by 
John H. Kilby, director, materials division; and Virginia Torosan, 
chief, non-ferrous metals division, Bureau of Foreign Commerce, 
eens cenihinecnniveunene 276 
Burton, Carl H., secretary, Aluminum Smelters Research Institute, 
Ce nnn ee per medica hake eed amiriaigon 106, 112 
Champion, M, H., chairman of the board, Ark Manufacturing Co., 
ee a se oe eens mpeg cles tala i tel none? Aetna setae’ 85 
Davis, Nathanael V., president, accompanied by E. G. MacDowell, 
director and vice president, Aluminum, Ltd., Montreal, Canada___-~ 142 
Edmund, William J., director, aluminum and magnesium division, 
BDSA; and Arthur A. Snow, assistant director, aluminum and 
hg 8, eae later diabetes ine ay nlleitidire ~lltnaatnc edd 394 
Elliott, Maxwell H., and A. J. Walsh, General Services Administra- 
tion. Gccomoanmiea oy oOyrod reraine. ee 173 
Cee nen nee amin 177 
Emmerglick, Prof. Leonard, Georgetown University Law School, Wash- 
a aa a Oe asec aeececeree atonement n-ne 5, 26 
Erskine, H. C., director; accompanied by A. A. Snow, assistant direc- 
tor; and M. Bailkin, chief statistician, aluminum-magnesium 
division, BDSA, Department of Commerce___________----_-_-_-_. 207 
Katz, Robert, Badger Aluminum Extrusions, Brooklyn, N. Y--_-----~ 138 
Lemelman, Phillip, executive secretary, Aluminum Extruders Council, 
UU” SIUUNU ce ra en ch mee 127 
Magee, William, accompanied by Howard Greenberg, General Services 
eee eee eee eee ee ea are 384 
May; Bente’ Ni; May; Thc.. Heteton, Tet | ee eee 81 
Medley, Max, comptroller, General Services Administration__________ 383 
O’Toole, Hon. Donald L., director of commerce and industry, New York . 
Ce 6 eee en ee eee herp ieee neler gepmapes 
Pickest Tieearer Dees, ee ee nS SS ee 92 


Representatives of industrial companies and Government agencies 
participating in conference: 

~ ®» A. Bergman, president, United States Reduction Co., East 
Chicago, Ind.; Everett Fahlman, Permold Co., Box 70, Medina, 
Ohio; L. M. Brile, chairman, sheet and plate division, Alumi- 
num Association, Fairmont Aluminum Co., Fairmont, W. Va.; 

R. P. Stranahan, chairman, foil division, Aluminum Association, 
Stranahan Foil Co., 100 Wesley Street, Hackensack, N. J.; R. W. 
Goss, chairman, rolled bar and rod and wire division, Aluminum 
Association, Scoville Manufacturing Co., Waterbury, Conn.; 
Lothair Teetor, Assistant Secretary of Commerce for Domestic 
Affairs, Department of Commerce, Washington, D. C.; Carl 
Burton, secretary, Aluminum Smelters Research Institute, 20 
North Wacker Drive, Chicago, Ill.; John Doering, J. 8. Thorn 
Co., Philadelphia, Pa.; Philip Lemelman, executive secretary, 
Aluminum Extruders Council, Boston, Mass.; James W. Wolfe, 
Non-Ferrous Foundries Association, 192 North Clark Street, 
Chicago, Ill.; David Laine, American Die Casting Institute, 366 
Madison Avenue, New York, N. Y.; M. D. Wilmot, vice president 
Aluminum Company of America, Pittsburgh, Pa.; M. M. 
Caskie, Reynolds Metals Co., Richmond, Va.; D. A. Rhoades, 


mt 





Iv CONTENTS 


Statement of—Continued 
Representatives of industrial companies and Government agencies 
participating in conference—Continued 
Kaiser Aluminum & Chemical Oorp., 1625 I Street, NW., 
Washington, D. C.; Arthur 8S. Flemming, Director, Office of 
Defense Mobilization, Washington, D. C.; Hon. Edmund F. 
Mansure, Administrator, General Services Administration, 
Washington, D. C.; Thomas Covel, Aluminum, Ltd.; James 
Stewart, Reynolds Metal; William Unverzagt, legal department, 
Alcoa, Pittsburgh ; O. Cole, United States Extrusion Co., Garden 
City Park, N. ¥ 
Reynolds, Richard S., Jr., president, Reynolds Metals Co., accompanied 
by Maxwell Caskie, assistant vice president, Reynolds Metals Co., 
and, Ritsey Tiwi nn aeons oman oreiaeeemnen—aean 227, 408 
Rhoades, D. A., vice president and general manager, Kaiser Aluminum 
& Chemical Corp., accompanied by William J. Edmunds, metal 
control manager, Kaiser Aluminum & Chemical Corp 
Walsh, A. J., Commissioner of Emergency Procurement Service, Gen- 
eral Services Administration 
Widing, Roger, president, Jar] Extrusions, Inc., Bast Rochester, N. Y__ 69 
Wilmot, Donovan, vice president, Aluminum Company of America__...._ 256 
Witt, F. W., General Services Administration 
Letters, prepared statements, etc. : 
Adams Engineering Co 
Aluminum Company of Canada, Ltd 
Aluminum Limited Sales, Inc 
Aluminum Smelters Research Institute 
Committee on Interior and Insular Affairs, United States Senate_._... 432- 
435, 487-438 
Commonwealth Extrusion Corp 
Denison Corp 
Department of Justice 
Dollin Corp 
Fascell, Hon. Dante B 
Floyd, W. S., Assistant Director of ODM for Materials 
TIDE I IN in cessing nse ssw weresrpsin Serenata nitnesndateeteiaetemeensini die ecebeaiesieataie I oid a 
Honeywell, Chas. F.., Administrator, Business and Defense Services 
Administration, Department of Commerce 209, 413 
Holland, Spessard L., United States Senator; George A. Smathers, 
United States Senator; Dante B. Fascell, Member of Congress; 
Robert L. F. Sikes, Member of Congress; Charles E. Bennett, Mem- 
ber of Congress; A. 8. Herlong, Jr., Member of Congress; D. R. 
(Billy) Matthews, Member of Congress; James A. Haley, Member 
of Congress; Paul G. Rogers, Member of Congress; William C. 
Cramer, Member of Congress 
Jones Shutter Products 
Kaiser Aluminum Co 


McCord, H. C., Aluminum Company of America 

Miami Window Corp 427 

Murray, Senator. James We oa. cscs i idee 413, 415, 422, 441 

National Farmers Union 407 
413, 432, 437 


Resolution adopted at the Aluminum Extruders Council meeting on 
May 18, 1955 


Walsh, A. J., Commissioner, Emergency Procurement Service, GSA__ 177, 


Ware Laboratories 

Widing, Roger P., president, Jarl Extrusions, Inc 
Records of purchases 

Widing, Warren S., Jarl Extrusions, Inc 





CONTENTS Vv 


Letters, prepared statements, etc.—Continued Page 
Wolfe, James W., executive secretary of the Non-Ferrous Founders’ 

ce ciate intirininlciarserebannandiomsntahepation 109 

TO I a i cescis detent Smetana Greeaeeioapaneinel 426 

se aie etic 434 


STATISTICAL INFORMATION, CHARTS, Erc. 


Wetesete OF Cel TT Ter aaa ei inne ne 63 
Aluminum billet requirements for year 1954_-.-...___---------_-_-___-_- S4 
I aha nese cineca dilate nireipalldnaaninh dependent plied simon 84 
Growth tu shipments to Wareee- Bias. 6... -..--.- 144 
Distribution of sales by Aluminum Limited Sales, Inc., of primary alum- 
inum to producer and independents, 1946-54, and estimated 1955_______ 145 
Kaiser Aluminum & Chemical Corp., calculation of obligation to noninte- 
renal Te Ce er Cin net tieeeeeneecese a 184 
Aluminum scrap—United States exports, imports, and licensing, 1939-55__ 285 
Monthly report (1952-55) of stocks, receipts, and consumption of pur- 
chased aluminum-base scrap in the United States___._._._._.___--_________ 286 
Monthly report (1952-55) of stocks, production, and shipments of sec- 
Gury. Gee ar i in ie 8 287 
Siniges Beinmmenes OF Tree WEe, Gre. Bi ot 290 
Eee DAS COIR PO Cl IN Oikrenthee oa ono. -- 291 
Current primary aluminum ingot and pig prices in producing countries___-_-¢ 404 
Employment data on nonintegrated customers of Aluminum Limited Sales, 
Tay De eee a a dil cesta bee tiesto at Sie eoeperecnnan san cb steak ccomngitiecipennoon 404 
Primary aluminum sold independent fabricators from 1950 and 1954 
TGS 5. sa drach ising Ride a bitbabeisaied aba ae arin nnn 440 
Primary aluminum distributed to independent fabricators, producers and 
OE Re se I nn os cnc este mress pits car ceprcahlitacepalichinicnee 440 


Tax amortization program of the Office of Defense Mobilization, 1950-55— 
Primary aluminum production field: 


SUUNNIIRN: CE OTERO COUN 5 ON ik i oe 443 
A a ee 444 
et SRR RRs a Blo aulle stich ET deel tin lae e aiid aaa 455 
Denied, rejected, and withdrawn cases__._______________--__ 456 


Compsind-ame empired catia os 458 








ALUMINUM INDUSTRY 


TUESDAY, MAY 17, 1955 


House or REPRESENTATIVES, 
SuscomMitreE No. 3 or THE SELECT COMMITTEE 
to Conpuct a STupy AND INVESTIGATION 
OF THE ProsBLEeMs OF SMALL BusrIneEss, 
Washington, D. C. 


The subcommittee met, pursuant to notice, at 10:10 a. m., in room 
362, House Office Building, Washington, D. C., Hon. Sidney R. 
Yates (chairman of the subcommittee) presiding. 

Present: Representatives Yates, Steed, and Sheehan. 

Also present: George L. Arnold, Irving Maness, subcommittee 
counsel ; Katherine C. Blackburn, Clarence D. Everett, staff members; 
and Victor P. Dalmas, assistant to minority members. 

Mr. Yares. The hearings will come to order. These are hearings 
conducted by Subcommittee No. 3 of the House Select Committee on 
Small Business. 

Subcommittee No. 3 of the House Select Committee on Small Busi- 
ness of which the Honorable Tom Steed, of Oklahoma, the Honorable 
Timothy P. Sheehan, of Illinois, and myself as chairman, are mem- 
bers, has been given the responsibility of studying and investigating 
the ort of small business in the field of minerals and raw ma- 
terials. 

We are holding these hearings because of the complaints received 
from small-business men in the aluminum industry that they cannot 
obtain the raw materials needed for fabricating. They protest against 
the unfair action of the primary producers of aluminum in retaining 
their product for their own use after satisfying the requirements of 
the stockpile. 

Whether the complaints are justified we do not yet know. We do 
know, however, that the problem posed is one of the most important 
in dur free enterprise economy today—the problem of competition by 
the small independent business with the fully integrated company 
which almost completely dominates its industry from the production 
of raw material to its final sale as an end product to the consumer. 

It appears that in the aluminum industry the primary producers 
are engaged also in fabricating aluminum products. Small inde- 
pendent fabricators with whom they are in competition, are depend- 
ent upon them for their supply of the raw material they need for 
fabricating purposes. 

The demands of national security and the cold war appear to have 
aggravated this problem severely. On one hand, defense set-asides 
and the stockpile take a vast amount of strategic aluminum. On the 
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other, the exports of scrap aluminum to non-Communist countries 
have increased enormously. 

In this respect, nonintegrated users assert that they are required to 
bear a disproportionate share of the defense burden because the pro- 
ducers who control the supply of raw material can and do satisfy their 
own competitive wants first from the inadequate supply remaining 
after meeting defense requirements. Some of the complainants state 
that unless they obtain immediate relief they will be forced to close 
their plants. 

Over the years, aluminum production has lagged behind actual and 
potential demand. In 1937 the Department of Justice filed an anti- 
trust action against Alcoa for the purpose of eliminating monopolistic 
practices in the aluminum industry and to promote conditions which 
would protect both small-business men and consumers from undue 
exploitation. 

For the same purpose, the war surplus aluminum plants were dis- 
posed of to Reynolds and Kaiser in 1946 in order to add additional 
competitors to the field and to assure an adequate supply of raw 
material being furnished to independent fabricators. The Korean 
war provoked the so-called first sn second rounds of expansion in the 
aluminum industry which were designed to assure a sufficient quan- 
tity of the vital metal to American industry. Despite these actions, 
there are many who question whether the aluminum industry can 
presently be termed truly competitive and geared to furnish the Na- 
tion’s aluminum requirements. 

Initially our hearings will be primarily concerned with the nature, 
extent, and reasons for the present aluminum shortage, and the ade- 
quacy or inadequacy of steps taken by the Department of Commerce, 
the Office of Defense Mobilization, and the General Services Admin- 
istration to assure that nonintegrated users of aluminum receive ade- 
quate raw material at a fair price. 

Questions with which the subcommittee will be concerned in the 
course of the hearings are: 

(1) Whether a new expansion program should be encouraged to 
provide adequate aluminum for nonintegrated users and to bring new 
primary producers into the industry ; 

(2) Whether it should be recommended to the Department of 
Justice that the United States district court be moved to continue 
to retain its jurisdiction over Alcoa, which would otherwise expire in 
January 1956; 

(3) Whether there can be a more vigorous enforcement of the con- 
tractual rights on behalf of small business by the Government under 
the Government’s expansion contracts with the present primary 

roducers ; 

(4) Whether the executive departments of the Government, such 
as BDSA, the Office of Export Supply, both of the Department of 
Commerce, and ODM follow policies which penalize and retard small 
business while advancing the interests and position of big business in 
the field of raw materials such as aluminum; 

(5) Steps necessary to give immediate relief to non-integrated 
users. 

The first part of our hearings will be concluded on May 24, 1955, 
when the subcommittee will recess to receive and analyze statistics and 
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other materials from the primary producers and the Government. 
The hearings will then be reconvened at a date which we estimate to 
be approximately the middle of June. 

The first witness to appear before our committee will be the Honor- 
able Donald L. O’Toole, who is the director of commerce and industry 
of the State of New York. 

Mr. O’Toole, we will be glad to receive any statement that you have 
to offer. 


STATEMENT OF HON. DONALD L. 0’TOOLE, DIRECTOR OF COMMERCE 
AND INDUSTRY, NEW YORK STATE 


Mr. O’Tootz. Mr. Chairman and members of the committee, we 
have no statement. 

Mr. Yates. Let me state, speaking personally on my own behalf, 
and I am sure I speak for Mr. Steed and Mr. Sheehan, the pleasure 
that we have in again welcoming you back to Capitol Hill. We en- 
joyed very much our association with you during the previous Con- 
gress, and we are glad to see you back at this time as a witness. 

Mr. O’Toote. I thank you for your gracious remarks. 

The Department of Commerce and Industry of the State of New 
York is interested in the question before this committee, as a result 
of numerous telegrams, telephone calls, and other complaints that 
we have received from hundreds of our small industrialists in the 
State of New York. 

Most people when they think of New York think in terms of magni- 
tude, but truthfully in New York we have very small-large business. 
We have the General Electric and the Western Electric, but the 
economy of our State is founded princially on the efforts and the 
energy of hundreds and thousands of small-business men. Our small- 
business men, as I said before, who find aluminum necessary for the 
progress of their business are protesting. I can cite one instance. 

In the town of Ellenville, a city of less than 10,000 people, just a 
few years ago, 1948, several brothers got together and started what is 
known as Channel Master, Inc. Since 1948 they have built this busi- 
ness from nothing up to a point where they employed as many as 1,700 
people. 

The avhole countryside and the town itself is dependent on the 
economic prosperity of that concern, but today Channel Master, to- 
gether with hundreds of others of our manufacturers, find that they 
cannot continue. In the case of Channel Master, because of a lack of 
aluminum, it has been necessary to reduce the force to 750 people. If 
the situation continues, it will be necessary for them to close down and 
for many others to close down. 

Our department is interested in business, whether it is big or small, 
but we must take things in New York as we find them. We must take 
a of the fact that it is the small-business men and the small 
industrialists who are responsible for the prosperity of the State. 

The Governor, the department of commerce, and myself, do not 
feel that the present system is a just or equitable one. We feel that 
the Big Three has entirely too much to say, not only in the distribution 
of aluminum, but they have too much to say, by their control of 
aluminum, in the success and the prosperity of these smaller men. 
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The Department of Commerce of the State of New York is cog- 
nizant of the many fine things that the Commitee on Small Business 
has done. We realize your intelligent approach has done much to 
create prosperity not only in New York, but in the other 47 States, 
and we are very, very happy that this subcommittee and the. commit- 
tee itself is taking cognizance of the plight in which these small in- 
dependents find themselves. 

We do think that there is a tendency today toward big business, 
We not not charge that it is political. We think it is something that 
came with the times. And it is our sincere hope that this committee, as 
a result of deliberations and findings, will take positive steps to alle- 
viate the conditions that are existing in all of the States affecting 
these people who are in the aluminum busines. 

I thank you. 

Mr. Yares. Thank you for your statement, Mr. O’Toole. Do you 
have any questions? 

Mr. Streep. The type of material that your small plants are unable 
to get, do you have any information as to the nature of it? At what 
stage of its processing do most of them use it? 

Mr. O’Tootre. Mr. Steed, we have at the present time a great number 
of concerns in the State of New York who have not been able to get 
anything for their third and fourth quarters to produce the articles 
that they are making. 

We do not know what the solution is, but we, to use the old catch 
phrase, say that we do face it with alarm. We are concerned about it. 

I believe Mr. Flemming is holding hearings on the 20th. 

I have not elaborated—I have not gone into the reasons for this 
shortage, because I think Senator Murray in the Record of May 3, on 
page 4625, elaborates at great length. I know that the entire com- 
mittee has taken cognizance of this. 

Mr. Streep. What I was getting at was this—I suppose you call it 
pig aluminum—is it the pig aluminum supply that is short, or whether 
at some stages of processing certain types of material, like bar and 
sheet aluminum, something of that sort is hard to get. 

Do you have any information as to whether or not it is a general 
shortage, or is it in some specific field of processing ? 

Mr. O’Tootr. We find, as far as our independents are concerned, 
the small men, there is a terrific shortage all over the State. It is a 
dangerous shortage. It is dangerous, also, as far as its political phi- 
losophy is concerned, because these small independents produce many 
things that are in direct competition with the Big Three, and the Big 
Three seem to have a hold on the entire production and how it shall 
be distributed, whether that control is direct or indirect. 

We are finding—we have been advised—and when I say “we,” I 
mean the small-business men—to go out and buy in foreign markets, 
but we find that the prices there are 4 and 5 cents a pound higher. 
And the competition is so keen that the small man cannot go into 
that market. He cannot go in because of the price differential. He 
cannot go in because he has not the credit, nor the facilities to engage 
in a foreign market. 

Mr. Steep. Thank you. That is all. 

Mr. Yates. Mr. Sheehan ? 

Mr. Sureuan. Mr. O’Toole, you state that the Big Three seem to 
have a hold on this situation. I understand that one of the main pur- 
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»0ses of our committee hearings is to find out just what the facts are, 

heowans besides the Big Three the Government also controls it with 
defense buying and stockpiling. I also know that this year we are 
going to export an estimated seventy-odd million pounds of aluminum 
scrap to foreign countries. 

Every pound of scrap that is exported from this country means 
the small-business man ai that same number of pounds less to work 
with. 

So it is the purpose of our committe to find out whether it is the 
Big Thikes—whathos it is our own Government policy—or whether 
it is the fabricators and the people within the industry who are dis- 
posing of the material. 

Mr. O’Tootr. Well, we find this, too, Mr. Sheehan: we find that 
it is very hard to find the line of demarcation as to where the Big 
Three begin or end, and where the Government begins or ends on this 
aluminum question. 

Anybody who served in this Congress during the war years recalls 
that in bodies like the OPA, big business sent men down here, sup- 
posedly on a dollar-a-year basis. I am not attacking the dollar-a- 
year men, but many of those who were here on a dollar-a-year basis 
were serving two masters. They were serving the big corporation 
that loaned them, and also serving the Government. And no man 
can serve two masters. 

This is a serious problem. Something must be done. 

As I said before, we are very, very grateful—you people are at- 
tacking it. We do hope that you will get to the bottom of it. 

Mr. Yates. Thank you, Mr. O’Toole. 

Mr. O’Tootr. Thank you. 

Mr. Yares. Our second witness is Prof. Leonard Emmerglick, 
of Georgetown University Law School, Washington, D.C. He is an 
expert on the aluminum industry. We have called him to give us 
the necessary background for the proper consideration of the testi- 
mony which will follow later. 

Prior to his present position as a professor of law at Georgetown 
University, Mr. Emmerglick was special assistant to the Attorney 
General in the Antitrust Division for 10 years. He was in charge of 
and tried the Government’s antitrust action against Alcoa. He 
was alsodn charge of various other antitrust cases. 

He is the author of many books in the legal field. He is active in 
thé American Bar Association, the American Law Institute, the Fed- 
eral Bar Association, and has been president of his local county bar 
association in New Jersey. 

IT am informed that Professor Emmerglick has an outline of a 
statement, but is perfectly willing to be interrupted and to answer 
any questions of the subcommittee during the course of his testimony. 

Will you take the stand, please, and proceed ? 


STATEMENT OF PROF. LEONARD EMMERGLICK, GEORGETOWN 
UNIVERSITY LAW SCHOOL, WASHINGTON, D. C. 


Mr. Emmererick. Mr. Chairman and members of the committee, I 
appreciate the invitation to appear and to endeavor to make a contri- 
bution to the work upon which the committee is embarking today. 
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The current problems of the nonintegrated aluminum users—some 20,- 
000 small- and medium-sized businessmen—are not temporary or 
transient. They have been constantly recurring. They will continue 
to do so, because they are the result of unresolved monopoly power 
and an industrial structure which precludes these businessmen from 
exerting their abilities under competitive conditions. 

To make this clear requires a rather extensive historical review of 
the monopoly litigation against the Aluminum Company of America, 
and a review of the expansion of the aluminum industry since 1950 fol- 
lowing the outbreak of the Korean hostilities. 

The aluminum case was instituted in 1937 against Alcoa, against a 
Canadian company known as Aluminium, Ltd., and against a number 
of the principal officers and directors of both companies. 

The complaint charged that the Aluminum Company of America 
had monopolized the aluminum industry of the United States; that 
its monopoly embraced the production and sale of ingot; water power, 
alumina, the product which precedes aluminum; and that in various 
other respects the operations of the company were in violation of the 
Sherman Antitrust Act. 

The charge against Aluminium, Ltd., was that it had joined an 
aluminum cartel existing abroad with the avowed purpose of aiding 
a in keeping out of the United States imports of aluminum from 

Surope. 

It was charged also that Alcoa was effectively a member of the 
ae because of the close relationship between Alcoa and Aluminium, 

td. 

Further charges were that Alcoa had exerted a price squeeze against 
rollers of aluminum sheet. This charge was in essence that Alcoa 
would sell aluminum sheet which it had rolled at a specific price and 
aluminum ingot at a specific price and that between those two prices 
there was a spread. 

The aluminum sheet rollers in the United States who bought their 
aluminum ingot from Alcoa found that when Alcoa raised the price 
of ingot and lowered its market price of sheet, they were squeezed 
between these two price jaws, so to speak. This was another charge of 
the Government’s complaint, that such a squeeze had been carried on 
for a number of years. 

The case came on to be tried before United States District Court 
Judge Caffey, and the trial proceeded over a period of more than 2 
years. At the end of ihe trial, Judge Caffey delivered an oral opinion 
from the bench which took him many days to deliver and which com- 
pletely absolved Alcoa of all of the charges made by the Government. 

Thereupon the Government appealed to the United States Supreme 
Court. That Court found itself without a quorum of judges able to 
hear this case, since 4 of the 9 Justices disqualified themselves because 
they had been Attorney General or Solicitor General while the case 
was pending in the Department of Justice. Five were not a quorum. 

And so the Congress enacted legislation which was approved by the 
President, constituting, as it was then called, the Circuit Court of 
Appeals for the Second Circuit, sitting in New York, as a court of 
last resort to hear the appeal in lieu of the Supreme Court. 

Well, the appeal was heard by that court, composed of Judges 


Learned Hand, Augustus Hand, and Swan, the three senior judges 
of the court. 
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In its decision the court reversed Judge Caffey on a number of the 
major issues in the case. The court found that Alcoa had monopo- 
lized the aluminum-ingot industry, and that its monopoly was a 90- 
percent control of the industry, the other 10 —— ing made up 
of imports, Alcoa, of course, then being the sole producer of primary 
aluminum in the United States. It was in 1945 that the decision 
came down. 

The court further held that Aluminium, Ltd., had become a member 
of an international cartel agreement, the purpose and effect of which 
was to prevent the importation into the United States of aluminum 
ingot. The court held that Alcoa was not chargeable with participa- 
tion in that cartel. The Government strongly urged that Alcoa was 
so chargeable, because a small group of stockholders controlled both 
Alcoa and the Canadian company. 

The control came about in this way: In 1928 Alcoa owned its prop- 
erties in the United States and its properties in Canada and in other 
parts of the world, mainly in Europe and South America. In 1928 
Alcoa caused the Canadian company to be organized and transferred 
to the Canadian company most of its properties outside of the United 
States, retaining very few of them itself. 

All of the stock of the Canadian company was turned over to Alcoa 
and immediately distributed to the stockholders of Alcoa. The con- 
trolling stockholders were to be found in four closely united families, 
so that in the hands of a few people there was this control of both 
Alcoa and the Canadian company. It was upon that ground that the 
Government urged that Alcoa should be held to be chargeable with 
participation in this cartel. 

The court, however, refused so to find, but held that the Canadian 
company was chargeable with participation in that cartel. 

Now, as to the remedial action that the court then took, the Canadian 
company was enjoined from further participation in the cartel agree- 
ment and from entering into any other cartel in the future. 

Mr. SureHan. May I interrupt there? 

Mr. Emerciick. Yes. 

Mr. Sueenan. How can the United States court tell the Canadian 
corporation what to do? 

Mry Emmeretick. The Canadian company came into the United 
States and did business here. It had an office here and conducted 
business regularly from an office in New York City. It was found 
there even as a Mississippi corporation doing business in the District 
of Columbia might be found suable here. So this Canadian corpora- 
tion was found in the United States doing business here. 

At this time the Canadian corporation, it must be remembered, was 
owned to the extent of more than 85 percent of its stock by American 
citizens. The principal officers for the most part lived in the United 
States. 

Mr. Sueenan. Still a foreign corporation. 

Mr. Emmerectick. But it was a foreign corporation and was sub- 
ject to our jurisdiction, because it was found here doing business and 
enjoying the protection of our laws. This is not a new principle. It 
is quite an old and common one, the subjecting of a foreign corporation 
to our laws if it comes here. 

“ Mr. SueenHan. But only insofar as the business it does in the United 
States. 
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Mr. Emmerctick. Yes; and the business that the court found that 
it was doing was a business in selling aluminum in the United States, 
and in connection with that the court found that the Canadian com- 
pany had entered into agreements with foreign companies by which 
they agreed that they would not ship aluminum to the United States. 

Mr. SuHeenan. That is the only point that I wanted to get cleared 
up. In other words, the court aad only enjoin the Canadian com- 
pany from whatever business it was doing in the United States. It 
could not prevent its cartel arrangements with any other foreign 
companies. : 

Mr. Emmercuick. It could not prevent the cartel arrangements 
which had their operation elsewhere. 

Mr. Sueenan. That is all that I wanted to clear up. 

Mr. Emmerciics. Yes. 

Now, the remedial problem with respect to Aleoa was very much 
more difficult. That was March 1945, and we were desperately en- 
gaged in the war. While the case had been going on, and to meet the 
necessities of our wartime requirements, the Government had caused 
many aluminum plants to be built in the United States. These were 
plants producing alumina from bauxite, plants for smelting aluminum, 
and a great variety of plants for fabricating aluminum in various 
ways. 

These plants were under lease for the most part to Alcoa as operator, 
and the leases had not yet expired. And, of course, in March 1945 
no one could tell how long it would be necessary for the Govern- 
ment to continue to have these plants in production. By August 
1945, however, it became clear that Alcoa’s lease should be termi- 
nated and the RFC gave the required notice provided for by the 
lease. 

In September 1945, pursuant to an act of Congress, a plan for 
disposal of the aluminum plants was submitted to the Congress by 
the Surplus Property Board, and this plan was approved by the Con- 
gress. As a result of the disposal plan, the Surplus Property Board 
and later the War Assets Administration began to dispose of the 
Government’s surplus aluminum plants. 

The mandate from the Congress to the Surplus Property Board 
was not that it should act as a banker and try to get the highest dollar, 
but that it should endeavor to promote competition and increase the 
public interest in disposing of these aluminum plants. 

And so the plants were disposed of. Some of them were, so to 
speak, cannibalized. They were broken up and sold for the value 
of the machinery or the value of the shell of the building. Some 
were sold out of the aluminum industry altogether. But for the most 
part the plants were disposed of to create new integrated producers. 
One is Reynolds Metals Co. and the other Kaiser Aluminum Co. 

Mr. SueenaAn. Mr. Emmerglick, you mention the Congress said that 
these were to be integrated plants. Would you dwell a minute on 
the thoughts of Congress with reference to this possible integration 
of the whole industry ? 

Mr. Emmerauicsx. I perhaps did not make myself clear. I was 
not suggesting that Congress said that they should be integrated 
operations. Congress said that these plants should be disposed of to 
promote competition. 
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Mr. SHeenan. But during the hearings and also on the floor the 
question of integration came up, whether they should be integrated 
plants or not. 

Mr. Emmercuicx. That came up. 

Mr. Surenan. Do you seeatbiber what the thought was on that? 

Mr. Emmerctick. I do, indeed. I am not able to recall what you 
have in mind, but I will be very glad to develop anything that you 
would like to suggest. 

Mr. Sueenan. I only thought it would be appreciated to bring out 
the fact that when breaking these plants down, in the hearings that 
were held the facts were brought out that it would have to be an 
integrated operation, not broken down, so that the various component 
parts of aluminum would be sold, but it was thought that both of these 
companies would have to have, like Alcoa, a complete integrated 
operation. 

Mr. Yates. In order to compete favorably. 

Mr. Sueenan. Right. 

Mr. Emmerericx. Mr. Congressman, I do not want to tax the Con- 
gress with the responsibility for that. It is my recollection that while 
there was discussion of that, it was left to the disposal agency to 
determine the pattern of distribution and how the disposal agency 
should proceed to dispose of the plants. I think that perhaps a 
mistake was made in the disposal of those plants in an integrated 
pattern. If that is so, I would not think I would want to put the 
blame on the Congress, because I think it rests elsewhere. 

Mr. SHeruHan. You might. look up the hearings. You will find in 
the report issued in 1952 it was felt in order to favorably compete 
with Alcoa the plants would have to be integrated. The report so 
stated. 

Mr. Yates. What do you mean by a report—a report of the 
committee ? 

Mr. SHeenan. Yes. 

Mr. Yates. Which one? 

Mr. Surenan. Aluminum expansion program in the 83d Congress, 
the 1st session. 

Mr. Yates. You are referring to the Defense Production Act 
ProgressReport No, 24; are you not? 

Mr. Sueenan. That is right. 

Mr. Yares. Issued on January 2, 1953. And I think you refer 
specifically to the items that appear on page 15 which refers to the 
statement by the Department of Justice—— 

Mr. SueeHan. And the item on page 17. 

Mr. Yates. And on page 17, which has a subhead to the effect that 
Congress recognized and endorsed integration as essential to competi- 
tion. I read this report last night, and I wondered about that sub- 
heading, inasmuch as the reference in the body of that paragraph 
states that this was a finding of the Senate Small Business Committee, 
rather than of the Congress itself. 

Mr. Sueenan. That is right. There was no official action of the 
Congress. 
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Mr. Yares. Right. The Senate, I think we should continue and 
state what appears in this document—on page 17 the following 
appears: 

The Senate Small Business Committee conducted the most comprehensive 
hearing in its December 31, 1946, report. It made these comments on the in- 
tegration question: 

The program of the Surplus Property Board has required setting up two 
large integrated competitors of Alcoa. This was unavoidable because only 
strong integrated corporations can survive if they are to be truly competitive 
with Alcoa (Senate Small Business Print No. 14, 79th Cong., 2d sess., p. 25) 
and in its final recommendation on plant disposal, the committee urged that 
speed in disposing of fabricating plants should be subordinated to plants to 
meet requirements for integration of the independent producers. 

You may proceed. 

Mr. SHEEHAN. I just wanted to put Mr. Emmerglick’s remarks with 
reference to integration and to small companies in its proper perspec- 
tive. 

Mr. Yares. I think that is true. The impression I got, though, was 
that Mr. Emmerglick was not making a point as to whether it was 
paepes or not for integration. He was just reciting the historical 

ackground. 

Mr. Sueenan. That is right. 

Mr. Emmereuick. In fact, now that we are dealing with that, if I 
may take a moment, the need for integration was created by the court 
of appeals itself, and I was just about to come to that. 

The court of appeals directed that nothing be done with respect to 
relief against Alcoa and, particularly, with respect to dissolution of 
Alcoa until the lease of Alcoa and the Government’s plants should be 
terminated, and the Government had some kind of a program for 
disposal of those plants. 

Now it was because the judgment took that form more than anything 
else that integration became practically inevitable, because no one 
knew what would happen to Alcoa. 

First something had to be risked by persons who might take on these 
plants, and then they would learn ultimately what Alcoa’s relative 
powers and position would be. 

Faced with that kind of a market situation in which to bid. for 
plants and in which to make investments, it became inevitable that the 
only way in which you could hope to induce people to make any kind 
of investments in the aluminum industry would be if they could be 
constituted integrated producers in the image of Alcoa. Otherwise, 
not knowing the ultimate power and position which would be eee 
to Alcoa by the court’s relief program, they would not know what kind 
of industrial conditions they would face, and under what risks they 
would be, in making investments. 

So we can go all the way back to the form that the judgment took 
to assign causation for the integrated pattern that came out of the 
disposal program. 

Mr. Arnowp. May I ask one question ? 

In 1945, did not the Department of Justice or the Attorney General 
make a report to the surplus board which in effect said the speediest 
solution and most efficient solution would be some sort of divestiture? 

Mr. Emmerciick. Yes, that was the Department’s position consist- 
ently. From that time on 
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Mr. Arnoup. Was that before the decision of the court that they 
would postpone any such divestiture until they found out how the 
disposal program came out? 

Mr. Emmercuick. Precisely. 

Well, the result was that on very favorable terms integrated groups 
of plants were leased to Reynolds, which up to that time was not a 
primary producer, and to Kaiser, large fabricating facilities along 
with the smelting facilities and the alumina facilities. The result 
was that the fabricating operations of each of these newly created 
integrated producers became a captive market for their aluminum 
smelting operations. 

The very favorable terms on which the plants were at first leased 
and then purchased by these two new producers made it apparent later 
that without Government help it would be impossible to get new 
producers into this industry to further enlarge it and broaden its base. 

A new producer could not compete if he had to build his plants in 
the light of then current costs, and had to start without any of the 
various forms of assistance which Alcoa, Reynolds, and Kaiser had, 
in the acquisition of plants, or by way of benefit from accelerated 
amortization in the case of Alcoa at that time. 

Mr. Sueenan. Of course, we cannot carry that philosophy too far, 
because there are many of us in smal] business who cannot compete 
with others in small business, and we would not want the Government 
subsidizing everybody who cannot compete. 

Mr. Emmercuickx. No, indeed. In fact, it is unfortunate that the 
Government has had to do any subsidizing in this industry, but de- 
spite all that the Government has done, this remains the most con- 
centrated of all of our basic industries. You can find industries 
which are more concentrated, but you will not find them to be basic, 
not in steel, nor in lumber, nor in copper, nor in any other basic 
industry will you find the degree of concentration which still exists 
in aluminum. 

Mr. Yates. What form did the assistance by the Government take 
to the two new entries into the aluminum field ? 

Mr. Emmercuicrk. Well, in the first instance the plants were leased 
on very favorable rental terms which were in some cases geared to 
the profitability of output, with very short cancellation provisions, 
so that if the operation proved to be onerous or not feasible, the oper- 
ator, whether Reynolds or Kaiser, could terminate and minimize its 
loss or risk. 

After the operations proved to be feasible, the Government sold the 
plants to Reynolds and Kaiser, and in one or two instances, sold 
plants to ALCOA. These plants sold to Reynolds and Kaiser were 
sold for about 33 cents on the dollar, compared with their production 
costs. 

Mr. Sueenan. I might interrupt to say that maybe our chairman, 
Mr. Yates, ought to brief us on that. He is quite an expert on Gov- 
ernment disposal and has done a good job in the disposal of the rubber 
facilities recently. 

Mr. Yates. Well, I will on some other occasion, Mr. Sheehan. At 
this time I would like to get Mr. Emmerglick’s comments. 

Mr. Emereiick. And the companies were given 25 years in which 
to pay the purchase price with respect to most of the plants—25 
years was provided as the term over which the purchase price could 
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be paid. To some extent provision was made that the purchase price 
could be paid in metal turned out in the plants. And in some in- 
stances, although not in all, the yearly payments due under this — 
chase arrangement were less than the rental would have been, had the 
preexisting leases continued instead of the purchase arrangement. 

Those in general were the terms on which these plants were dis- 
posed of. 

Mr. Yates. How long did the leases last ? 

Mr. Emmerciicx. The leases lasted from 1946 or 1947 until ap- 
proximately 1950, or thereabouts, a little earlier than 1950. 

Mr. Yates. Was there a provision for purchase in the lease ? 

Mr. Emmercuick. In some of these leases there was a provision for 
purchase. 

Mr. Yates. And how was the purchase price arrived at, by nego- 
tiation ? 

Mr. Emmercrick. By negotiation. 

Mr. Yarers. Between the Surplus Property Board and the com- 
panies ¢ 

Mr. Emmerciick. And the companies. And later between the War 
Assets Administration when it succeeded the Surplus Property Board 
and the companies. 

Mr. Yates. Were there any considerations given by the companies 
in exchange for the purchase price, I mean, apart from the usual 
purchase and sale transactions—were there any provisions in the con- 
tract of sale which required a certain portion of the output to be set 
aside for small business ? 

Mr. Emm™ereticx. I recall none, no. There were provisions en- 


abling the company, if it wished, to meet part of the purchase price 
by the sale to the Government of metal produced at some of the plants. 

Mr. Yates. Were there provisions which would protect the Gov- 
ernment in times of emergency, in taking over the supply of aluminum ? 


Mr. Emmeratick. I am not able to recall precisely at this time, Mr. 
Chairman. It is many years since I looked at those contracts. 

Mr. Yares. The contracts themselves, I think, will be made a part 
of the record subsequently, and I think that we can examine them at 
that time. 

Proceed, Mr. Emmerglick. 

Mr. Emmercricx. What I am trying to do is to present a situation 
which existed in 1945 when the court had to determine what to do 
about making effective the judgment that Alcoa had illegally mono- 
polized the primary aluminum ingot industry. 

As I was saying, it became apparent that with this kind of dis- 
posal, no hope could be entertained for getting a new producer into 
the industry without some kind of Government assistance. 

Reynolds and Kaiser had these advantages. Alcoa came out of 
World War II with practically all of its plants written down to zero 
as a result of the accelerated amortization. At the same time Alcoa 
over its long period of monopolization, which had been continued since 
1912 at least, the court found, had many, many advantages, and po- 
tentials of many sorts, and had among other things preempted the 
most desirable private waterpower sites through long-term contracts 
and otherwise; some of its contracts running as long as 85 years to 
the year 2000. 
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Well, in this situation it appeared to the Government that only by 
divestiture of Alcoa would it be possible to broaden the base of this 
industry and to make it an industry with a base broad enough to pro- 
duce potentials for growth and an assured supply of metal to the 
thousands of small and medium-sized fabricators who were dependent 
upon the primary producers, their most formidable competitors, for 
the raw material. 

Well, with the situation in that posture, it became necessary for the 
Government to determine what course it would take, in view of the fact 
that in 1945 the court of appeals had said: 

Wait until this disposal program becomes a reality and then determine 
whether Alcoa shall be dissolved or divested or what further relief shall be 
granted. 

After Kaiser and Reynolds became integrated, active producers, and 
while it was a pending matter whether the Government should move 
for divestiture or dissolution, Alcoa filed a petition asserting that the 
creation of Reynolds and Kaiser had now brought it about that Alcoa 

yas no longer a monopoly and that competitive conditions prevailed 
in the industry. 

The Government some time later filed a petition asserting that com- 
petitive conditions did not exist, that Alcoa still had remnants of its 
monopoly power which precluded the coming about of competitive 
conditions, and that only by divestiture of Alcoa could the necessary 
conditions come about. 

It became necessary because of some procedural technicalities to go 
back to the court to clarify what it was that the United States district 


court was to do after the disposal Eee became executed. 


And that clarification has produced something like a classic state- 
ment, and with the permission of the committee, I would like to read 
briefly from the opinion of the court, because it will indicate what 
it is that this committee, too, might well be looking for. 

The court said: 

We tried to make it plain that the final judgment must secure the establish- 
ment of those competitive conditions which the antitrust acts demand. Disso- 
lution is one remedy which may be necessary to that end. And in any event it 
will not depend upon the single issue whether Alcoa at the time of the judgment 
shall have a monopoly of the ingot market. On the contrary it will depend 
upon what fs Alcoa’s position in the industry at the time, that is whether it 
must be divided into competing units in order to conform with the law. The 
continuance of the monopoly in ingot aluminum may, in the court’s judgment, 


be enough to justify dissolution, but its absence will forbid neither dissolution 
nor any other remedy. 


I emphasize that as being extremely important, because it indicates 
the standards for which the court sought and for which anyone must 
seek to determine now whether anything more needs to be done to 
create competitive conditions. Competitive conditions are the thing 
which must be looked for. 

And you will observe that the court said that the mere disappear- 
ance of a monopoly position does not mean that any form of relief, 
including divestiture relief, is precluded, if it should be necessary to 
establish competitive conditions. 

Well, now, these two petitions with that clarification came on to 
be tried in March 1948 and this was virtually a retrial of the case, 
because the whole industrial situation had changed since 1945, and the 
trial continued through April 1949. 
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In reaching a decision as to what was to be done with respect to 
Alcoa, the court was first obliged to find the proper limits of the 
market. What was the market as to which the court was obliged to 
address itself? Did the case involve only Alcoa, Reynolds, and Kaiser, 
or did it involve the rest of the industry, the fabricators, the second- 
ary smelters, the foundrymen, and so on ¢ 

On this subject, the conclusion of the court was, and if I may, I 
would like to read a brief excerpt again: 

Aluminum can be sold in the form of pig or ingot or as a semifabricated or 
fully fabricated article. It is with reference to the totality of the markets for 
these products that the relative shares of the three integrated producers must 
be considered. This market in aluminum products is of nationwide breadth. 

In other words, the court said here, as Judge Hand did in his earlier 
opinion in 1945, that primary aluminum is of no use until you fabri- 
cate it, and that the fabrication market is just as much a part of the 
market with which the court is concerned as the primary aluminum 
market. So that the market was nationwide and embraced the whole 
of the industry. 

Looking to the whole of the industry, then, and appraising the 
relative positions of the various members of the industry, the court 
found that the relative position at Alcoa to the rest of the industry at 
this time, 1950, upon the basis of a study of the preceding 214 years 
of operation did not show prima facie monopoly power in Alcoa, but 
the court found that Alcoa’s long monopolization left it with powers 
which prevented the coming about of true competitive conditions, and 
that Alcoa was possessed of a monopoly potential. 

Now, since the recital of these matters 1s, of course, adverse to Alcoa, 


in the interests of fairness, and, lest I be properly accused of putting 
a gloss upon what the court did, I would like to use the language of 
the court to make clear what the court concluded, and on this very 
important subject this is what the court said : 


After reviewing the respective resources of the three domestic aluminum 
producers, I am brought to a realization of the impressive industrial power of 
Alcoa. Its properties are far more extensive than those of Reynolds or Kaiser. 
Its financial strength enables it, if such be its desire, to take advantage of 
trade opportunities and expand this proportionately to its current share of the 
market. Its ties to Aluminium, Ltd., endow it with the ability, if it so wills, 
to stifle the growth of Reynolds and Kaiser, and even to impair the present 
stability of those companies. In view of such circumstances, the propriety of 
remedial action to curtail Alcoa’s monopoly potential has been established. 

Hence, to promote the necessary competitive conditions, the court 
found that two major steps needed to be taken. 

First, it ordered the stockholders who owned the majority of the 
stock of Aleoa and the Canadian company which I will call Limited 
to elect to sell their stock in the one company or the other. 

This was designed to free the Canadian company from control of 
Alcoa, so that the Canadian company would be in position to exert 
its powers fully in the United States market as a seller of aluminum. 
The shareholders elected to sell their shares in the Canadian REAR, 
and the court approved the plan of stock disposal which provided a 
period of 10 years for the disposal of those shares. 

And in the interim, the voting rights of those shares were placed in 
three trustees, appointed by the court, who held and continued to hold 
the voting rights of this controlling stock, as it was being sold off, in 
the Canadian company. 
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This was one of the major steps that the court took. 

The second step was to enter a judgment that the necessary com- 
petitive conditions called for by law had not been established. The 
judgment recites that the execution of the Government’s aluminum 
disposal program, together with Alcoa’s acts in aid of that program 
has not wholly overcome the effect of the monopolization, that there 
was—and I now use the words of the court— 
no well-founded assurance that in future years competitive conditions of an 
effective and lawful nature will prevail in the domestic aluminum industry— 
and that in order further to promote the establishment of such condi- 
tions in such manner as will give assurance that they will prevail, 
Alcoa and the individual defendants who owned stock in the Canadian 
company should dispose of that stock. 

With respect to the Government’s request for divestiture of plants 
and properties of Alcoa the court said of this in its judgment, that 
this request is presently denied, but—and this is of utmost import- 
ance—jurisdiction was reserved by the court for 5 years from the 
adoption of the stock-disposal plan within which period, if conditions 
so warrant, the Government may apply to the courts for further and 
more complete relief. 

Mr. Surenan. Was this Judge Knox’s opinion? 

Mr. Emercuicr. This was Judge Knox. 

Mr. Surenan. He refused the Government’s contention to split 
it up as of the present time? 

Mr. Emmerciick. He said presently this will be denied, but I will 
retain jurisdiction for 5 years—I am paraphrasing what he said— 
but I will retain jurisdiction for 5 years, to see how this stock divesti- 
ture works. Maybe the Canadian company will become a formidable 
enough competitor in the United States to clear up what yet remains 
to be done to establish competitive conditions. Maybe it will not. We 
have only had a short period in which to review the operations of 
Reynolds and Kaiser as integrated producers. I cannot let go the 
jurisdiction of this court. I must see how, over a period of 5 years, 
this stock divestiture works. 

If it does not work, the Government can come back and have further 
and more complete relief. This was in essence what the judge said. 

Mr. Sugenan. He is holding the opinion or the final approval on 
the opinion until January 1956, when he has to decide it ? 

Mr: Emmercuicx. The 5-year reservation of jurisdiction expires 
on January 16, 1956, but this is a 5-year reservation of a right for the 
Government to apply to the court for further and more complete 
relief. 

Mr. Arnotp. Aside from the divestiture in the Canadian corpora- 
tion, did the court also want to determine whether perhaps in rela- 
tion to our own primary producers, Reynolds, Kaiser, and Alcoa, 
they themselves would become more competitive? Is that a part of 
the court’s reasoning ? 

Mr. Emmerciicx. The court definitely wanted to see whether as 
between themselves the primary producers would become more com- 
petitive and whether Kaiser and Reynolds would grow in strength 
and in market position in relation to Alcoa. This was one of the im- 
portant things in the court’s mind as indicated in his opinion; defi- 
nitely so. In embarking on this relief program, in what might be 
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called a first effort to see if competitive conditions could be established 
without divesting Alcoa of properties, the court indicated that there 
was need to observe the progress of the industry for another 5 years. 

As I said, the operations of Reynolds and Kaiser as full-fledged 
producers were observable for a relatively short time. The court had 
before it figures for 1947-48 and one-half of 1949, but in 1947 neither 
Reynolds nor Kaiser had wholly in operation the entire complement 
of plants which each acquired from the Government. They were still 
acquiring and putting plants into operation. 

So the court felt that there had not elapsed an adequate time to 
judge, from experience of competitive operations as full-fledged inte- 
grated producers, the progress of the industry. 

The ink was hardly dry on the court’s opinion when the hostilities 
in Korea broke out. These were followed by a vast expansion of our 
domestic industry with Government assistance of many sorts. And 
this expansion was in turn followed by metal controls and by price 
controls, so that if we look back to the 5 years which have elapsed 
since the court entered its judgment, I think we will find without any 
question that we have had scarcely a continuous period of many months 
of what might be called normal peacetime conditions in which to 
appraise the operations of the industry. 

Immediately after Judge Knox’ decision, the operations of the 
industry became completely artificial in that the size of the industry 
was more than doubled by Government-sponsored expansion programs. 
Metal supplies and prices came under Government control. 

So that what Judge Knox looked forward to has not been realized— 
a period of 5 years from which conclusions might reasonably be drawn 
as to the effectiveness of competition, free competition in this 
industry. 

Mr. SueewAn. This is your opinion now. The judge eventually 
has to make that ruling sometime in January; does he not ? 

Mr. Emmerciick. I cannot speak for anybody but myself, Mr. 
Sheehan. 

Mr. Yares. It is also true that it is a possible determination for 
this subcommittee and our full committee, too, in this sense as to 
whether or not, on the basis of the testimony which is offered before 
us, there should be a recommendation to the Attorney General to 
move the court to continue jurisdiction, which is one of the reasons 
that we are taking this testimony. 

Mr. SHeeHan. Mr. Chairman, I am no attorney; I am not a lawyer, 
but I was always under the impression that when the courts have a 
decision to be made that they are supposed to make the decision them- 
selves on the basis of the evidence as they see it. And for us, even 
as a congressional committee, to sit here and tell the court what deci- 
sion it should make in January, not being an attorney, I do not think 
that is within our jurisdiction. 

Mr. Yares. That is not quite what I said. I said that one of the 
questions we have to determine is whether we should recommend to 
the Attorney General 

Mr. Surenan. It is out of the hands of the Attorney General now. 
Tt is in the hands of the court. 

Mr. Yares. It is in the hands of the court retaining jurisdiction of 
the parties. The Government of the United States is one of the 
parties to the suit. The Government is represented by the Attorney 
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General. I feel sure that the Attorney General would want to know 
the conclusions of this committee if it so decided as to whether or 
not the jurisdiction, the continuing jurisdiction, should be moved. I 
am not saying that we are going to the court. I am saying, as a 
result of this hearing—and we can come to an opposite conclusion— 
we can come to the conclusion that we should not participate in it 
at all. We are now in the process of taking testimony to determine 
whether or not we would feel that it would be in the best interests 
of the American economy to recommend to the Attorney General that 
he move the court for a continuation of jurisdiction over Alcoa, in 
order to determine whether or not the competitive condition—in order 
to determine whether or not the jurisdiction should be continued to 
give the court a chance to observe the operation of the three primary 
producers under normal competitive conditions. id 

Mr. Sueenan. Is the Attorney General in the position of being 
able to go into court in January ! 

Mr. Yares. Yes; he can go in at any time; can he not? 

Mr. Emmercuicx. May I endeavor to clarify that? The judgment 
provision that I referred to is a retention of jurisdiction granting 
the Government the right to apply to the court within 5 years from 
January 1951 for further and more complete relief. If the Depart- 
ment of Justice does nothing, the reserved jurisdiction will come to 
an end automatically. The judge has to do nothing on his own 
initiative. The moving party must be the Department of Justice. 

Mr. Yares. That is one of the things that we have to consider in 
the course of these hearings. 

Proceed. ; 

Mr. Emmercticx. The doubling of the productive capacity of the 
industry by Government-sponsored expansion programs, which have 
now become known as two rounds of expansion, has resulted in intro- 
ducing not a single new producer presently in production. Practically 
100 percent of the productive capacity for smelting aluminum has 
been distributed in the Government expansion program to the same 
three producers, Alcoa, Reynolds, and Kaiser. 

I heard members of the committee speaking this morning of a Big 
Three. There is no Big Three. There are only three. A Big Three 
suggests that there are some smaller producers. There are only three. 
This emphasizes the fact that this is, as I put it before, a most in- 
tensly concentrated industry. The concentration which existed in 
1950 has been intensified by distributing practically 100 percent of 
the new Government-sponsored, Government-aided expansion ca- 
pacity, by distributing that to the same 3 producers. 

Mr. Sueenan. But the Government has made that distribution? 

Mr. Emmercuick. Yes, it has. 

Mr. Yates. The document to which Mr. Sheehan referred before 
respecting our discussion on integration has in its summary and con- 
clusions on page 19 in the first paragraph, subparagraph 1, the 
statement : 

There are now 3 major domestic producers instead of 1, and there will be 6 
producers in 1954. 

You have just stated that there are only three producers at the 
present time. 
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Mr. Emmercriick. Yes. Now, there is a small producer coming 
along with a plant, Anaconda Copper Co., which will account for 
3 percent of the total industry capacity to smelt aluminum. 

Mr. Yates. There were not six in 1954? 

Mr. Emmerctick. Theré were not 6; there are not 6 today; and 
there is no present prospect for any more. 

Mr. Sueenan. Isn’t the Olin Industries supposed to start operating 
in New York? 

Mr. Emmerciick. No, Olin was one of the candidates along with 
many others for participation in a third round of expansion which 
the Government abandoned some time ago. When this report was 
written there was in existence on paper a third-round program, and 
it was hoped that two new producers would be introduced into the 
industry. That hope has not been realized. The Government has 
abandoned its third-round expansion program. All that has been 
accomplished in broadening the base of the industry, in the whole 
process of doubling it in size with Government assistance, has been 
to provide in Anaconda productive capacity representing 3 percent 
of the total capacity which will get into operation. It is expected 
late this year. 

Mr. Yares. Is this the fourth producer to which you referred 
earlier ? 

Mr. Emmerouick. Yes. 

Now, the value of that producer to the small-business man engaged 
in this industry may be gathered from the fact that Anaconda’s plans 
are to use all of its production in its own fabricating activities. Ana- 
conda is not expecting to be a seller of primary aluminum, or of pri- 
mary aluminum fabrications. 

Mr. Yarers. Is Anaconda receiving any Government assistance in 
connection with its organization ? 

Mr. Emmereiicx. Anaconda did receive some Government assist- 
ance. Ican’t recall all of the forms of the Government. assistance that 
Anaconda received. Accelerated amortization was one. Whether 
there were any others, I am not able to recall. 

Mr. Arnotp. Mr. Emmerglick, does Harvey Aluminum have a con- 
tract with Anaconda for any of the supply from Anaconda’s new 
plant ? 

Mr. Ewmerciick. I am not clear as to the relation between Harvey 
and Anaconda. I have a recollection that some kind of contractual 
arrangement was made for supply of aluminum to Harvey when the 
decision was reached by Anaconda to become a smelter. 

I can’t recall the terms or the nature of the arrangement, just that 
there is some kind of arrangement. 

Mr. Arnotp. We can verify that later from Harvey Aluminum. 

Mr. Damas. With respect to Anaconda, that is Anaconda Copper 
& Wire Co.? 

Mr. Emmeretick. Yes. 

Mr. Datmas. And probably all of their production would go into 
transmission wire, is that correct ? 

Mr. Emmerectick. Yes. 

Mr. Datmas. Of which there has been a continuing shortage over 
a great many years? 
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Mr. Emmercuick. Yes. Aluminum has been competing with cop- 
per and taking a good deal of the business away from copper for that 
purpose and other purposes. 

Mr. Datmas. Thank you. 

Mr. Emmerciick. Now, a third round of expansion, as I have said, 
was planned. While efforts were being made to introduce new pro- 
ducers into the industry to bring about the broadening of the indus- 
trial base and a more assured supply of metal for small users of 
aluminum who do not have their own smelting facilities, while this 
was going on, Alcoa entered into a contract with the Canadian com- 
pany—which we call Limited—for the sale to Alcoa of 1,200 million 
pounds of metal over a period of 6 years. 

Now, in the course of 

Mr. Yates. Where was that to go? 

Mr. Emmerauicx. From the Canadian company to Alcoa. 

You will recall that I said that Judge Knox wanted to separate 
the Canadian company from Alcoa and put an end to the ties between 
the two companies which existed by reason of the common-stock own- 
ership. In the course of his decision, in pointing out why it was 
desirable to completely separate Alcoa from the Canadian company, 
the judge called attention to a long-term contract which existed be- 
tween the Canadian company and Alcoa between 1947 and 1950. 

This was a 3-year contract for the sale of 300 million pounds of 
metal by the Canadian company to Alcoa. 

Judge Knox criticized that contract, and pointed out that arrange- 
ments of that sort ought not to exist between these two companies or be 
repeated in the future. 

We come down, then, to about a year and a half ago, and Alcoa 
entered into a contract with the Canadian company to buy over a 
period of 6 years a billion two hundred million pounds of primary 
aluminum. 

Mr. Surenan. Mr. Emmerglick, what relationship does that bear 
to our production ? 

Mr. Emmeretick. A billion two hundred million pounds to our 
production ¢ 

Mr. Surenan. To the United States production. 

Mr. Emmercticx. Well, I have the figures here. We produced in 
March of this year 130,000 tons, which was an all-time high for United 
States production. 

Mr. Surenan. So this would be practically a year’s American pro- 
duction split over 6 years’ time? 

Mr. Emmerciick. Well, it would be a very significant quantity of 
metal spread over a period of 6 years. 

Mr. SHeenan. A very large quantity of metal? 

Mr. Emmereuick. Yes. What it did, obviously, was to create a 
long-term intimate relationship between these two companies. 

Well now, feeling that this contract should be canceled, the Govern- 
ment filed a petition, using this reserved jurisdiction, which came in 
very handy—filed a petition to have it canceled. 

Mr. Yares. Why ? 

Mr. Emmereciicx. On two grounds. In the first place, the Govern- 
ment asserted that it was action which, so to speak, flew in the face of 
what Judge Knox had ordered. Judge Knox said these two com- 
panies should be separated. He had criticized the 300 million 3-year 
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contract as being the kind of thing that should not be done. He 
pointed out that remedial action was appropriate even if Alcoa could 
be found to have no monopoly, no purpose to monopolize, and no 
vestige of power of that sort at all. 

This is what the judge said: 

Remedial action is justified even though defendant retains no vestige of power 
or intent to obtain monopoly. Where a relationship exists between defendant 
and any one or more of its competitors which materially inhibit free compe- 
tition— 
and I will paraphrase—any agreement which in any way retards the 
restoration of competitive conditions to this market must be carefully 
scrutinized by this court, and if its effects be found to prejudice the 
public interest, undone—what I am trying to emphasize here is a ref- 
erence by the court to a relationship between the defendant and any 
one or more of its competitors which materially inhibits free com- 
petition. 

Now, upon the strength of findings of that kind on the part of the 
court, the Government said that to channel so much of this metal that 
the Canadian company is willing to sell through Alcoa will restore 
their intimate relations and will prevent the Canadian company from 
freely disposing of all of that metal over the years as market condi- 
tions requires to bidders in the United States who want to bid for it. 

Mr. Yares. Is part of the reasoning the fact that Kaiser and Rey- 
nolds would not be able to buy an equal amount from Limited ? 

Mr. Emmercuick. No; that.is not the fact, Mr. Chairman. As a 
matter of fact, at the same time Kaiser made a large long-term con- 
tract with the Canadian company, Reynolds did not. There was a 
question, I suppose, for anybody, as to whether you want to tie your- 
self up for that period of time into which you can’t see very far. 
Alcoa, because of its financial power and other power, they could do 
so. Reynolds presumably didn’t think it was good business to do so. 
Kaiser did. 

Mr. Surenan. Mr. Emmerglick, we are faced in this committee 
with conducting that investigation because there is an apparent short- 
age of aluminum in this country. If any American company will 
make a contract to bring in roughly one-sixth of our yearly produc- 
tion into this country, somebody has got to use that. And therefore, if 
it came into this country, it would seem to me that there would be 
plenty of aluminum for some of the fabricators, and why keep it out? 

Mr. Em™erciick. Apparently they are not getting the aluminum 
they require. 

Mr. Surenan. Somebody is getting it, they are not going to store it. 

Mr. Emmercticx. Alcoa has been fabricating 2 to 21%4 times its 
smelting capacity. It can fabricate more than twice as much metal 
as it can smelt. 

Mr. Sueenan. Doesn’t Alcoa have a contract with General Services 
and the Government to add to its stockpile? 

Mr. Emmerctick. It does. 

Mr. SueenHan. And the Government has a contract with Alcoa that 
in the event it doesn’t use this particular amount in stockpiling, they 
can tell Alcoa to whom to sell it? 

Mr. Emmercrick. They can take all of it if they wish. 

Mr. Sueenan. Yes, they can take it, and they can tell Alcoa they 
have to distribute it in the trade channels. 
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Mr. Emmereiicx. That is not what I referred to. 

Mr. Arnoxp. I think he is referring to the two-thirds requirement, 
that you have to make available two-thirds. 

Mr. Surenan. If they do not take the stockpile requirements, all 
of that has to go to nonintegrated users ? 

Mr. Yares. Is there such a provision? 

Mr. Emmerciick. May we come to that later, because I haven’t told 
you the end of the story, so to speak, on the contract ? 

I think that we would be skipping an important part of it if we 
go now into the expansion contracts. 

The Government filed its petition to cancel this contract upon the 
ground that I have indicated, and upon another ground. At this time 
the third round was something which many agencies of the Govern- 
ment were endeavoring to make into a reality to bring about new 
producers. 

Mr. Yates. What was the date of this contract, the billion dollar 
contract, the billion two hundred million pounds? 

Mr. Emmerctick. The contract was entered into on May 22, 1953. 

Mr. Yates. And when did the Government go in to set it aside? 

Mr. Em™ererick. July 1953. 

The second ground urged in the Government’s petition was that 
the third round was now a matter of Government policy which a 
number of Government agencies were together trying to make into a 
reality. This long-term contract with the Canadian company assur- 
ing the Canadian company of the sale of this vast quantity of alumi- 
num over a period of 6 years, made it possible for the Canadian com- 
pany to expand its aluminum: facilities then under construction in 
western Canada, and to create additional facilities, aided by Alcoa’s 
long-term purchase contract. 

Such underwriting, so to speak, of Canadian expansion cast a 
shadow over our own expansion efforts here, and deterred, the Gov- 
ernment alleged, those persons who were interested in the third round 
from going forward with their interest. On the basis of Alcoa’s long- 
term contract with the Canadian company, the Canadian company 
could enlarge the facility it was constructing in western Canada, and 
it would produce very foes cost aluminum which at any time could 
seek a market in the United States. 

Mr. Yartés. Is this Kitimat you are talking about? 

Mr. Emmerciicx. Kitimat. 

At least one of the candidates for participation in the third round 
publicly stated that in view of this contract it would have to reconsider 
whether it could maintain its interest. 

Well, that was the other ground for bringing this proceeding. 

The defendants to this proceeding were the Aluminum Company of 
America and the Canadian company. The Canadian company inter- 
vened and asked to be made a party so that it could be heard. 

While the matter was pending and being prepared for trial, the 
Government reached a decision to abandon the third round, and it was 
abandoned. This, of course, removed 1 of the 2 principal reasons for 
filing the petition. 

Thereupon, as a result of negotiations with Alcoa, a consent judg- 
ment was worked out. This judgment provided—it was entered into 
on April 23, 1954—that the Canadian company should in each year 
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from 1954 through 1959 make available to nonintegrated users of 
aluminum in the United States not less than 110,000 short tons of 
primary aluminum pig or ingot. 

I should point out that at this time most of this was contracted for 
over a period of several years in the future. 

The judgment went on to provide that if Import—which we call 
the Canadian company—should be unable to fulfill all of its commit- 
ments to all customers in the United States, then it should defer its 
delivery to Alcoa under the long-term contract to the extent that this 
might be required. 

With respect to Alcoa, the contract was permitted to stand, subject 
to these other provisions that I have read, and Alcoa is under inhi 
to give written notice to the Department of Justice of any proposed 
amendment to the contract which would increase the tonnage, or of 
any additional contract for purchase of pig or ingot to be delivered 
prior to the calendar year 1958, if the quantities exceed a stipulated 
amount. 

This was the way in which that litigation was disposed of. So 
Alcoa’s contract continues in force, and the metal is coming into the 
United States. But it goes through Alcoa’s hands, and Alcoa is free 
to fabricate every pound of it if 1t pleases, or to sell it if it wishes, 
or to dispose of it in any way. 

So those in the nonintegrated industry must look to it for practical] 
purposes negotiate with Alcoa, and Alcoa is free to use the metal in 
its fabricating operations, making the higher profit fabricating pro- 
duces, rather than sell it as ingot to those several thousand, at least, 
who want to buy ingot and can’t. 

Mr. Yates. The nonintegrated users also benefit from this decrease, 
do they not? How is distribution made? Do nonintegrated users 
have to order directly from importers? 

Mr. Emmercuick. From the Canadian company, yes, to the extent 
of this 110,000 tons, or anything more that the Canadian company 
wishes to sell. These are direct. negotiations between the Canadian 
company and any American user who wants to buy metal. 

With respect to the tonnages provided for in Alcoa’s contract, these 
go to Alcoa. Provision is made that if the Canadian company finds 
itself short, deliveries to Alcoa are deferred, and Alcoa is under some 
limitations as to enlarging this contract. 

Mr. SueeHan. However, Mr. Emmerglick, I think we should get 
some of the facts straight in this respect, that this program is now 
bringing more material to nonintegrated American users, because on 
March 23 of this year, Dr. Flemming, from the Office of Defense Mobi- 
lization, cut loose 150 million pounds of aluminum from this contract 
with Alcoa, and this 150 million pounds has to be distributed by Alcoa 
to the nonintegrated users. 

Mr. Yares. Are you correet in saying 150 million pounds from 
Alcoa or from the three producers? 

Mr. Surenan. From ieee that is my information. 

Mr. Emmererics. I don’t understand, Mr. Congressman, that this 
was released from the obligations of Alcoa, nor do I understand that 
the metal which is thus released has to be distributed as ingot. The 
primary producers who don’t have to contribute 150 million pounds of 
metal to the stockpile may take that metal and fabricate it and sell 
it as fabrications, that is my understanding, I may be incorrect in it. 
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Mr. Sueenan. I understand that the Government has requested 
that this entire quantity of metal be delivered to nonintegrated fabri- 
cators over the same period in which it would otherwise have been 
made available to the Government. 

In other words, Alcoa or no one can fabricate that. They have to 
deliver metal to the fabricator companies who will use it for what- 
ever purposes they want. 

Mr. Yares. As a matter of fact, Mr. Sheehan, I spoke yesterday to 
Mr. Snow, of the Aluminum Section of the Department of Commerce, 
and he told me he had just received a letter from Alcoa in which 
Alcoa indicated that it was making available to nonintegrated users 
the 55 million pounds, approximately, that Mr. Flemming had asked 
be diverted from stockpile purposes. 

He also indicated that neither Reynolds nor Kaiser had indicated 
yet that they proposed to do the same. So Alcoa is bound only to 
make 55 million pounds available for nonintegrated users; the others 
ought to be made up by the other primary users. 

As of this time, my information is that Kaiser and Reynolds have 
agreed to make it available to nonintegrated users. 

Mr. Arnotp. May I say this for the record, then. We have a letter 
from the General Services Administration stating that Alcoa has 
signed a written agreement that they will make available to noninte- 
grated all of this pro rata share of the 150 million pounds released, 
and requesting a further statement that Reynolds and Kaiser have 
not signed such an agreement. So one of the purposes of this hearing 
is to determine whether or not an agreement has been signed and 
whether or not there has been distribution by Kaiser and Reynolds 
to nonintegrated users. 

Mr. Yates. In other words, these statements are made just to in- 
dicate that the 150 million pounds that are made available are not 
from Alcoa, Alcoa is cooperating with the General Services Adminis- 
tration in making these available to nonintegrated users. 

Mr. Sueenan. That puts Alcoa in the position of cooperating with 
small business or with American industry, and the two plants that 
were practically built with Government money and got Government 
subsidies are not cooperating. 

Mr. Yates. Unless there is some kind of an explanation that we 
don’t know*of at the preesnt time. 

Mr. Sueenan. I say it appears that way. 

Mr. Yates. The Government agencies have not been able to give us 
any explanation, and both Kaiser and Reynolds have asked for an 
opponent to testify, and I am sure they will be able to give us the 
information we want. 

Will you proceed ? 

Mr. Emmerectick. I would like to say to Congressman Sheehan just 
one thing, if I may. 

The fact that I am reciting for the most part a litigation which was 
adverse to Alcoa may create the impression that I am uniformly criti- 
cal of Alcoa. I want to make it clear that Alcoa’s recognition of and 
fulfillment of its responsibilities to nonintegrated users of aluminum 
has been much greater than the recognition and the fulfillment of re- 
sooo tees on the part of Reynolds and Kaiser, there is no question 
about that. 
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We are not talking about the fact that the independents get more of 
something today than they did before. The big question is, is there 
enough, and is there freedom, and is this a competitive industry ¢ 

You can point to all kinds of figures showing that the independents 
are doing a bigger business, they are getting more money. And the 
aluminum smelters are selling more metal. But it is not a question 
of more, it is a question of enough, and more than that, of competitive 
freedom. 

Mr. SuerHan. May I interrupt one second to put this question ? 

Enough won’t be resolved in my mind because of the tremendous 
growth in demand for aluminum. For instance, in 1929 there were 
only 114,000 tons of aluminum produced in this country. In 1939, the 
peak year prior to the war, there were 163.9 thousands of tons. Yet 
for 1952, the latest figure I have, there were 938,000. There has been a 
tremendous growth in the industry. 

Mr. Yates. Pounds or tons? 

Mr. SueenHan. In thousands of tons. So that regardless of how 
much they increased, there doesn’t seem to be a saturation point. Un- 
til the saturation point is reached there is going to be inequity, and 
somebody is going to suffer. 

Mr. Datmas. Before we leave this third round I want to get 1 or 2 
things straightened out that have been sticking in my mind the last 2 
or 3 years, namely, Olin, as I understood, in the third-round expansion 
wanted to have Government financing, which the Government declined 
to produce. 

Anaconda furnished their own money, and Harvey furnished their 
own money. I don’t have any late information, but until recently they 
hadn’t gone forward with their plans. Is that your understanding as 
part of the reason why the third round did not take place? 

Mr. Emmereuick. Well, that is part of it. But I would put it this 
way. The first two rounds of expansion made available to Alcoa, 
Reynolds, and Kaiser accelerated amortization, supply contracts, that 
is, the Government buying the whole output for 5 years, and the Gov- 
ernment guaranteeing the loans that the companies required, all of 
these 3 forms of assistance were made available. 

In addition, the contracts contained cancellation provisions in the 
event that we should have price control and the companies could not 
make a profit. 

Now, when we came to the third round, the Government policies 
were reshaped. Accelerated amortization was still being offered. But 
guaranties of loans were not. For a while, supply contracts were not 
being offered under the third round. But later supply contracts were 
offered if absolutely necessary. 

Those were the differences between the first two rounds on the one 
hand and the third round on the other. 

Mr. Datmas. Thank you, sir. 

Mr. Emmerctick. I think one of the things that killed off the third 
round was this long-term contract which permitted the Canadian com- 
pany to go forward with plans to enlarge its Kitimat development. 

Now, I would like to call to the committee’s attention three state- 
ments made by the Department of Justice in its petition filed in the 
district court in July 1953 attacking this long-term contract. These 
statements are the Government’s assertions as to the state of the 
industry at that time. 
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The first reads as follows: 


There have not been established and do not presently exist in the domestic 
aluminum industry competitive conditions which give assurance that they will 
prevail. 


And further: 


Alcoa continues to possess the same nature of power and substantially the 
same order of power as this court found it to possess in its findings of fact and 
conclusions of law of 1950. While Alcoa has experienced a slight decline in 
its percentage of domestic primary production since 1949, Alcoa continues to 
be able to secure by purchase such additional quantities of aluminum as enable 
it substantially to maintain its market positions as supplier and fabricator of 
aluminum. 


Now, this was the Government’s charge as to the industry situation 
in July 1950, 


Elsewhere in their petition, the Government asserted : 
Ever since the completion of the 1947 contract for 300 million pounds of 
aluminum— 


this is the contract with the Canadian company which I said was made 
in 1947 and was completed in 1950— 


Alcoa has gained competitive advantages from the sales activities of Limited— 
that refers to the Canadian company— 


from 1947 through 1950 Alcoa was receiving the largest part of Limited’s ship- 
ments to the United States market. As soon as the Alcoa contract of 1947 was 
completed, Limited’s shipments to the United States market decreased, and only 
since the execution of the recent contract with Alcoa is their prospect of an 
increase of shipments to this market. 

In the interim, Limited’s shipments increased to every other market. Follow- 
ing the expiration of the 1947 contract in 1950, Limited’s production of virgin 
aluminum greatly increased. Its production by the close of 1942 was 188 million 
pounds over its production for 1950, but in 1951 and 1952 Limited sold less 
aluminum on the United States market than in 1950. 

In other words, when the long-term contract with Alcoa expired in 
1950, under the operation of which Limited was selling more in this 
market than it even sold to Great Britain, Limited suddenly decreased 
its shipments to this market, since Alcoa couldn’t get the major share, 
and although Limited had a vastly increased production in the next 2 
reams it sold less aluminum in this market than while it had this 

ong-term contract with Alcoa. ' 

Mr. Yates. May I ask a question there? Had the stock divestiture 
occurred prior to that time ? 

Mr. Emmercuicx. The stock divestiture became effective in April 
1951. So that this took place while the program was going forward. 

In the same subject matter, the petition goes on to recite: 

While nonintegrated manufacturers in the United States have been receiving 
a larger portion of Limited’s shipments to the United States prior to 1950, they 
have been and are in a position to absorb greater shipments than Limited has 
been and is making to such manufacturers. 

If you will bear with me, I would like to read two additional short 
statements from this petition. 

Mr. Yates. May I interrupt you just a moment. Mr. Sheehan has 
a bill on the floor at 12 o’clock, a private bill. "Would it be satisfactory 
for you to return at 1:30? 

. EmMmercuick. Yes; of course. 
Mr. Yares. Mr. Anderson, can you return at 1: 30? 
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Mr. Anperson. Yes. 

Mr. Yares. I think perhaps since there are only 2 minutes until 
time, let’s adjourn and come back. 

(Whereupon, at 11:58 a. m., a recess was taken until 1:30 p. m. 
of the same day.) 


AFTERNOON SESSION 


Mr. Yares. The hearing will come to order. We will proceed with 
the hearing. 

Mr. Emmerglick, you were, at the conclusion of this morning’s ses- 
sion, indicating that you had several more points to make. Would 
you proceed, please ? 


STATEMENT OF PROF. LEONARD EMMERGLICK—Resumed 


Mr. Emmercuickx. Mr. Chairman, before I do that, may I make 
mention of one thing. My attention has been called to the fact that 
inadvertently I misspoke this morning in referring to the fact that 
Reynolds did not begin to be a producer of primary aluminum until 
1946. The correct date, which | intended to refer to, was 1941. 

Now, to continue with my statement, I was in the course of pointing 
out several significant assertions in the petition that the Government 
filed in July 1953. There are two more of interest in connection with 
the task upon which the committee has embarked. And if I may, I 
would like to briefly read these allegations of the Department of 
Justice in this petition further filed on that last indicated date. I am 
quoting: 

The building of new aluminum plants within the United States as part of the 
first two rounds of expansion has been accompanied by a provision that a 
proportion of the production of such plants would be made available to inde- 
pendent fabricators of aluminum products. But many independents are presently 
able to secure less metal from the domestic primary industry than they were 
able to buy before the indicated provision in the contracts for new plants became 
operative. 

May I point out in that connection that prior to this expansion 
program there was something like a historical pattern of supply of 
metal in the form of ingot to independents by Alcoa, Reynolds, and 
Kaiser. They were from their then existing plants, preceding the 
expansion program, selling quantities of metal as ingot to noninte- 
grated manufacturers who required ingot. 

When the disposal program contracts were written, they provided 
for the supply of a proportion of the new production to be made 
available to nonintegrated users. No provision was made for any 
continuing obligation on the part of the primary producers to continue 
to supply anything from their preexisting plants or to maintain 
anything at all in the way of a pattern of supply from preexisting 
facilities. 

The consequence was the allegation, and the facts supporting the 
allegation, in this petition which I just read, namely, that many inde- 

ndents are presently able to secure less metal from the domestic 
industry than they were able to buy before the expansion contracts. 

Mr. Yates. When was that allegation made? 


Mr. Emmercuick. This allegation was made in a petition filed July 
20, 1953. 
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One further allegation from this petition is, I think, significant: 


The combination of current defense requirements and the large stockpile 
objective of the United States defense agencies must necessarily encroach 
increasingly upon the scheduled domestic supplies of aluminum for the next 5 
years, at least. This necessarily imposes insecurity of supply of metal for many 
existing users of aluminum and-restricts their opportunities to meet the growing 
market potentialities. “"“*"* 

Mr. Yates. Is that petition still pending? 

Mr. Emmercuick. This petition was dismissed by consent when the 
consent order to which I referred this morning was entered on April 
23, 1954. 

Mr. Yares. That is the order which provided for the compromise, 
and purchasing the aluminum from the Canadian corporation ? 

Mr. Emmercuick. Precisely. 

Now, if I may, Mr. Chairman, I would like to summarize what I 
have -been.trying to-say. This summary and my observations and 
opinions are the result of a study of the developments in the industry 
over the past 6 months. And these have led me to conclude that the 
competitive conditions required by law—conditions which, in the 
wotda of Judge Knox, are effective and will insure lawful market 
conditions throughout the foreseeable future, do not exist in the 
aluminum industry. They do not exist for a combination of reasons. 

1. The structure of the industry is still the most concentrated of all 
of our basic industries. 

2. Alcoa’s powers are not significantly less than in 1950 or 1953. 
Alcoa alone today is going ahead with further expansion of its smelt- 
ing res . 

3. Reynolds and Kaiser are not less but more integrated than they 
were in 1950 and are even more acutely in need of consuming the ingot 
that they produce in their smelting plants, in their fabricating 
operations. 

4. The Canadian company has not proved to meet adequately the 
needs of independents in the United States. 

5. Smelters and other users of scrap cannot get the high-grade scrap 
that they require in sufficient quantities, 

6. Other factors which can be better elaborated upon by industry 
members, combine with these to lead me to conclude that the necessary 
competitive conditions that the court requires do not exist. 

There are at least 6 reasons which seem to me to point to the need 
to extend the existing jurisdiction over Alcoa for at least an additional 
5 years. 

They are these reasons: 

First, again that competitive conditions consistent with law do not 
exist. 

Second, that Alcoa’s acts since 1950 have not been in the direction 
of creating such conditions, but rather in perpetuating Alcoa’s 
powers. 

Third, there is a trusteeship to be conducted by the court through 
three trustees functioning under the court’s jurisdiction to be con- 
tinued until 1961, so that the court will be exercising some juri-dic- 
tion in this case beyond January 16, 1956, and there will be need for 
continuing supervision of that trusteeship by the court. 

Fourth, the oars of the court must continue with respect to 
the consent order of April 23, 1953, to which I referred this morning 
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and again this afternoon, that is to say, until 1959 Alcoa is under 
certain directions as to enlarging its contract with the Canadian 
company. Through 1958 the Canadian company is under orders 
with respect to the sale of metal in the United States, so that here 
again is jurisdiction in the court extending beyond January 16 next. 

Fifth, 5 years of the sort that Judge Knox contemplated as an 
observation period to see whether the industry did come to exhibit 
truly competitive conditions, 5 years of that sort have unfortunately 
not been available. 

And sixth, we need, in my opinion, a broader base for this industry. 
We need a broader base, because with more producers there will be a 
greater total striving for expansion, but even more important than 
that, with more producers we will have more laboratories, more di- 
versity of lines of research and investigation, and more development 
as a consequence. 

To me this is the highest value in the enforcement of the antitrust 
laws today, and in the further progress of this case. 

We are facing Russia today, I need hardly say, in a technological 
race, and anything which will increase competitive research and 
broaden our technological base is of extreme importance and of 
extreme urgency. 

Now, if I may just go on a moment to complete my statement, I 
would like to conclude with the observation that what is involved here 
is not merely the profits of nonintegrated members of the aluminum 
industry, not merely the attainment of the directives of the antitrust 
laws, but, indeed, the national security interests in a primary indus- 
try with a sufficiently broad base, with sufficient competitive research, 
and with a healthy, strong, growing fabricating industry able to make 
its important contributions, because it is assured of survival and 
growth by an adequate supply of its needs. 

Thank you very much, Mr. Chairman. 

Mr. Yates. Thank you, Mr. Emmerglick. I would like to ask one 
or two questions, if I may. 

You stated that since 1950 there has been a perpetuation of Alcoa’s 
powers. ‘The impression that I have been getting in connection with 
this current shortage is that Alcoa, of the three primary producers, 
is cooperating to the greatest extent in making available to non- 
integrated users supplies of aluminum. 

What do you refer to in contrast to that action which shows that 
jurisdiction by the court should still be retained over Alcoa? 

Mr. Emmerciick. Let me put it this way, Mr. Chairman. Again 
I must refer to the court’s opinion to make my meaning clear. What 
I undertook to state, to repeat, is that Alcoa’s acts since 1950 have not 
been in the direction of creating competitive conditions, but in per- 
petuating Alcoa’s powers. 

I made that statement because of two findings by Judge Knox in 
the 1950 decision. 

The first is in this language: 

Alcoa’s conduct has so far failed wholly to overcome the effects of the ad- 
judication of monopoly that has gone against it. I feel that in order to safe- 


guard the public interest further appropriate action in the premises will have 
to be taken. 
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And the other statement is in this language: 


Alcoa must convince as evidenced by developments during the period now 
under review not only that its ability to monopolize has been dissipated, but its 
intent to do so similarly abated, for only in such event can the duty to safe- 
guard against future violations be discharged. Remedial action. is justified, 
even though the defendant retaines no vestige of power or intends to obtain 
monopoly, where a relationship exists between defendant and any one or more 
of its competitors which materially inhibits free competition. 


Both of these statements you will observe, Mr. Chairman, say that 
Alcoa must convince the court—and I call attention to these as indi- 
cating where the burden lies at this stage of monopoy litigation, that 
is to say, that until the court determines that there is an illegal monop- 
olization, the burden is surely upon the Government—there is no 
question about that—but when that stage has been passed and monop- 
olization has been found and the question of necessary and appro- 
priate remedial action is being considered, then in the language of 
the court, it is up to the defendant to convince the court that it can 
be discharged from the jurisdiction of the court. And if it does not 
convince the court that truly competitive conditions exist, then, said 
Judge Knox, it cannot properly be discharged. 

I was endeavoring to focus attention upon that. And then I went 
on and undertook to say that Alcoa’s conduct since 1950 has not been 
such as dispels any question as to the character of competitive con- 
ditions. It is still the largest producer in this industry. It has 
something like 46 to 47 percent of the capacity, but its own capacity 
is added to by the enormous quantities of metal it is able to buy, 
both primary metal and scrap, so that its sales exceed by far its ability 
to produce. 

Mr. Ya'res. Are not the other producers in this same position—are 
they not in the position to purchase that metal as well as Alcoa from 
the Canadian producers? 

Mr. Emmerciick. Well, no one of them was able to contract for 
anything like the quantity that Alcoa purchased. 

yynolds did not contract to buy any—for what I believe to be busi- 
ness reasons. 

Mr. Yates. May I ask a question. You have stated that the 
burden has shifted to Alcoa in this court case to show that it has freed 
itself from, the monopolistic practices which the court found to be 
present. While this may be true of Alcoa, what is the responsibility 
of Reynolds or of Kaiser to furnish the metal to the fabricators? Is 
there one ? 

Mr. Emmercuick. Well, neither Reynolds nor Kaiser has any re- 
sponsibiilty of an enforcable kind, except by the pressure of public 
opinion with respect to the sale of metal produced at smelting plants 
which existed prior to the expansion of the industry since the Korean 
conflict. 

With respect to the plants which Reynolds and Kaiser respectively 
built under the expansion program, there are provisions in those con- 
tracts calling for the supply of a proportion of the production. 

Mr. Yates. There are two sets of contracts which we should keep in 
mind in this hearing, are there not? One relates to the original pur- 


chase of the plants immediately following World War II. 
Mr. Emmeretick. Correct. 
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Mr. Yates. The other set of contracts pertains to those which were 
undertaken at the time of the second round of expansion? _ 

Mr. Emmercuick. The first and second rounds of expansion. 

Mr. Yares. The first and second rounds of expansion ? 

Mr. Emmerciick. There were two rounds of expansions following 
the outbreak of hostilities in Korea in 1950. : 

Mr. Yates. With respect to.the first set of contracts, there is no right 
in the Government, in your judgment, to enforce on behalf of the inde- 
pendent fabricators the supply of any metal? 

Mr. Emmerciicx. My present recollection is that there is none, 
Mr. Chairman. 

Mr. Yates. You do not recall the congressional debates as to whether 
or not there was any indication or intimation that as a result of the 
sale of these plants to Reynolds and to Kaiser a portion of the output 
would be set aside for the independent fabricators ? 

Mr. Emmercrick. I know the subject was one which was discussed 
during the congressional debates; but my recolleetionis that there s~ 
nothing in the way of a contractual obligation which requires Reyn- 
olds or Kaiser or Alcoa in connection with the plants that it bought 
to make any part of the productivity of those plants available to non- 
integrated users. 

Mr. Yates. Is there anything in the nature of a trusteeship that 
could be applied to that type of purchaser ? 

Mr. Emmerciick. I think of none. 

Mr. Yates. Very well. Then there was a second set of contracts. 

Did the Government reserve any rights in those which would permit 
some relief for the benefit of nonintegrated fabricators? 

Mr. Emmercuick. In the contracts which were entered into as part 
of the first and second round of expansion provision was made for the 
supply of metal to independent nonintegrated fabricators. A sum- 
mary of one of the contracts will be found beginning on page 40 of 
the report of the Subcommittee on the Study of Monopoly Power of 
the House Committee on the Judiciary, dated March 6, 1951. At page 
40 of that report is a digest of the Kaiser contract of February 2, 1951. 

Mr. Yates. Is that contract essentially the same as the one entered 
into by the Government with Reynolds? 

Mr. Emmerciicx. With slight variations. It is essentially the 
same. And with respect to the subject that we are now discussing 
there is little, if any, difference between the contracts. 

This contract provides that the Government may call for the total 
production of these facilities, 

Mr. Yates. Under any and all conditions, or in periods of emer- 
gency, or in periods of stress or shortage? Is there any limitation of 
any kind on that right? 

Mr. Emmerciick. For the first 5 years of full operation, to use a 
general term, the Government may call for the total production. 

On the other hand, the Government is required, if the producer 
wishes the Government to do so, to buy the total production. The 
Government’s right to call for the total production, according to the 
terms of the contract, is not limited by any other factor except the 
factor that it be during the first 5 years of what I call full production. 

Mr. Yates. When will that 5-year period expire? 
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Mr. Emmeratick. That will vary from contract to contract. The 

contract that is digested in this report refers to 5 years through not 

later than July 1, 1958. 

Mr. Yares. And until that time the Government may be required 
to purchase the entire output? 

Mr. Emmeretick. Correct. f 

Mr. Yares. Of the expanded production? 

Mr. Emmercuick. Yes. 

Mr. Yares. Or in turn may call for any part or all of the output ? 

Mr. Emmeretick. Precisely. 

Mr. Yares. Of the expanded production ? 

Mr. Emmeretick. Yes. 

Mr. Yares. So if there is a shortage in the country—is this possible, 
could the Government call for all of the output of the expanded pro- 
duction and make it available to independent users? 

Mr. Emmereuicx. Indeed, it could. And one of the questions 
which arose while these contracts were being negotiated was whether 
there was any means of protecting those who were interested in the 
price of aluminum from an inordinate kei charged by the producer 
under the pricing formula included in these contracts. 

The Department of Justice which had some role in the work of 
drafting these contracts, mainly as a critic, called attention to the fact 
that there were potentialities of harm resulting from inordinately 
high pricing under this formula. The Department was assured by 
the principal negotiating Government agencies that if such an eventu- 
ality should come about, the Government could take care of the prob- 
lem by exercising its power to call for the entire production and then 
reselling the metal at a price which would correct any inordinate 
pricing on the pert of the company. 

Mr. Yares. Is this provision separate and apart from the right of the 
Government to purchase the metals for the stockpile? 

Mr. Emmerciicsr. Yes, it is—quite apart from it. 

Mr. Yares. Is there a special provision relating to the ae a 

a Emmnercuick. There are special provisions relating to stoc 
piling. 

Mr. Yates. What are the provisions relating to the stockpile? 

Mr. Emmercuicx. They are, to the best of my recollection, not 
wholly provisions of these contracts. To some extent these contracts 
deal with stockpile. 

Mr. Yares. The clause to which you refer has no relation to that? 

Mr. Emnerctick. It is not confined to that. 

Mr. Yates. Was there any understanding between the Government 
and the companies at the time of the first and second rounds of expan- 
sion that a portion of the production may be made available for the 
independent fabricators ? 

Mr. Emmercuicx. Well, these contracts provide that if the Gov- 
ernment calls for less than two-thirds of the production, then the dif- 
ference between what the Government calls and two-thirds of the 
production shall be made available to nonintegrated users in accord- 
ance with provisions of the contract, indicating how they must bid 
for it,and soon. So that the difference between what the Government 
calls for, if it be less than two-thirds, and two-thirds of the production 
is to be made available to nonintegrated producers. Now that may be 
zero, of course, if the Government calls for two-thirds, or more. 
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Mr. Yarss. That raises this question in my mind. With respect 
to the 150 million pounds of aluminum deferred from the stockpile 
by Mr. Flemming, if that be the contract provision, why them, if the 
Government’s stockpile demands are being deferred, why are not 
independent fabricators entitled to receive from Kaiser and from 
Reynolds the portion of the aluminum that Mr. Flemming has per- 
mitted not to be delivered to the stockpile? 

Mr. Emmereticx. I think they are entitled to it under these con- 
tracts, They are in any case, if the arithmetic works out in the 
way that I have indicated. These contracts refer to, as I recall it— 
I have not examined them for some time—6 month’s periods. And 
if the difference between what the Government actually takes, and 
two-thirds of the production provides 150 million pounds, then clearly 
that 150 million pounds must be sold to nonintegrated users, 

Mr. Yates. In other words, what you are saying is that if the Gov- 
ernment’s stockpile had ordered more than the two-thirds, then there 
might be justification fer the position of Reynolds and of Kaiser in 
not making available that amount to the independent fabricators, but 
if the Government had ordered any amount. up to two-thirds, the 
amount so diverted from the stockpile under the terms of that con- 
tract should be made available to the independent fabricators? 

Mr. Emmercuick. Correct. 

Mr. Yares. You stated, too, that there was a trusteeship created 
by the court until 1961. What is the nature of that trusteeship ? 

Mr. Emmercuicx. The court has approved a plan for selling the 
stock which unified the Canadian company and Alcoa. This plan was 
approved on January 16,1951. And it provides that this stock may 
be sold over a period of 10 years. 

To insure that the voting rights should be removed at once from the 
hands of the selling stockholders, the court appointed three trustees 
to take and exercise these voting rights. These trustees are two indivi- 
duals and a bank, the Chemical Bank & Trust Co. of New York. The 
two individuals and the president of the bank have gone on the board 
of directors of the Canadian company, and initially they had a con- 
trolling block of stock. 

Since 1951 sales of this stock have been made in large quantities. 
I would think that a majority of the stock has been sold or almost a 
majority has been sold by this time. I do not know what the up-to- 
date figures are. : 

At any rate, a very substantial body of stock yet remains to be sold 
and can be sold over a period of 10 years from January, 1951._ So 
that this trusteeship will continue for 10 years while this stock is 
being disposed of. And while these trustees have any stock in their 
hands, that is to say, have the voting rights of any stock—— 

Mr. Yates. Will the court retain jurisdiction for all purposes 
during this period ? 

Mr. Emmerciicx. It would seem that since the court is retaining 
jurisdiction for that purpose, and since the court is retaining jurisdic- 
tion in connection with this consent order of April 1954, which runs 
through 1958 and into 1959, that it is not going very much further to 
retain the same jurisdiction that it has today in view of the very 
extraordinary circumstance that the 5 years that the court looked 
forward to as an appraisal period of normal or an almost normal 
peacetime condition, has not yet been realized, and that we still have a 
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three-producer industry, and that Alcoa’s power is not significantly 
different than it was at the beginning of this period, and now there 
is added reason, I think, for extending the jurisdiction—according to 
the press I gather the Government is now reconsidering and perhaps 
will move to the reestablishment of the third round of expansion. 
If that is so, it is certainly in the interest of promoting an effective 
third-round effort to keep this jurisdiction alive until the possibilities 
can be thoroughly explored and to support the ultimate success of a 
third round. ; 

Mr..Yares. Mr. Emmerglick, we are now apparently in a period of 
shortage. Has there been a time that you know of when aluminum 
was in ample supply ? 

Mr. Em™ereiick. Yes. There was a period in late 1947 and early 
1948 when for some months aluminum was in ample supply. In fact, 
the supply was so ample that Reynolds and Kaiser could not dispose 
of their accumulating inventories. It became a substantial problem 
for Reynolds, and in order to secure adequate financing Reynolds 
was obliged to dispose of some valuable properties, since this metal 
could not be sold. 

Alcoa, however, to its credit, having maintained a pattern of ready 
supply to nonintegrated users, found itself in a position to continue 
to supply them and it had the benefit of established custom. Reynolds 
and Kaiser did not. 

Some of the plants, and I cannot recall which plants they were, not 
Alcoa plants, but plants of at least 1 of the other 2 primary producers, 
were closed in fact for a while because the market just dried up 
suddenly. . 

Mr. Yates. Was this the only period of ample supply that you 
remember ? 

Mr. Emmere.icx. Subsequently, there were short periods. There 
was at least one period of a few months where metal was again avail- 
able. This, I would say, was in early 1954, late 1953. 

Mr. Sueenan. Mr. Emmerglick, I was interested in one of your 
recommendations about the 5-year extension for the court’s jurisdic- 
tion. As I understand it, one of the premises that you have used for 
arriving at this conclusion was that the last 5 years were not normal 
peacetime conditions. 

Going back; since 1932, the depression and the war and after the 
war and Korea, what makes you think the next 5 years are going to 
be normal peacetime conditions? 

Mr. Emmercuick. Well, we can hope, Mr. Sheehan, but going back, 
let us remember this, that during the period of years prior to World 
War II we had only a single producer. And the nature of the con- 
dition was not extremely relevant. 

Mr. Surenan. We had noshortages at that time. 

Mr. Emmerciick. Well, at times we had shortages. And at times 
we had oversupply. There was a great variation in the price of 
aluminum in that period of time, but we can only hope that the next 
5 years will be a fair gage of competitive powers and competition 
conditions. 

Mr. Surenan. Based upon the last 23 years of history we have 
not had a 5-year period of normal peacetime operations and, if the 
next 5 years are the same, then based upon your premise we are going 
to have to continue this court supervision indefinitely, maybe ? 
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Mr. Emmerciick. Well, the fact is that we do not have competitive 
conditions in the industry. 

Mr. Sueenan. But we have an antitrust law on the books; do we 
not? 

Mr. Emmercuick. Precisely. 

Mr. Sueenan. If the court permitted the industry to go about its 
own business, and then they found them to be violating the Antitrust 
Act, if they did, they could bring suit against them. 

Mr. Eaorerciick. They could, indeed, but the court has found that 
the remnants of a past violation are still with us. 

Mr. Sueenan. Then they could sue them—then the court or the 
Government could sue them. 

Mr. Em™ercrick. But the important thing is that once you have 
sued and gotten a judgment of illegal monopolization you then move 
to the task of remedying that. You do not need to bring another suit. 
You go to apply the remedies. 

Mr. SHEEHAN. The remedy that the Government has proposed so 
far of setting up both Kaiser and Reynolds, according to your testi- 
mony today, has not done any good ? 

Mr. Emmeratick. They have helped, but they have not completely 
established for us the competitive conditions required by law. 

Mr. Sueenan. Therefore, Government intervention has not solved 
the problem ? 

Mr. Emmerctrick. Precisely. 

Mr. SHeenan. And then looking at it from this angle, to me it 
looks like part of our problem is due to Government intervention. 
Here is the Department of Commerce that sets a quota of 19 million 
pounds of scrap to be exported to other countries, whereas we in this 
country, the small producer, are desperately in need of this scrap. 
The Department of Commerce still permits it to go abroad. Then 
the Government steps in on the other hand when Alcoa tries to make 
a contract to bring in a lot and says, “No, you cannot do that.” And 
the Government has been committed, by both the Democrat and Re- 
publican administrations, to a program of reciprocal trade. And 
here we are goofing up the whole program. I cannot see in my opin- 
ion, with all due respect to yours, where Government interference is 
going to solve anything. 

_ Mr. Emmercuicx. If enforcement of the antitrust laws could be 
called, if you like, Government interference, but this is enforcement. 

Mr. Sueenan. It would seem to me that is where they should enter 
into the picture. They should divest from control, and if they are 
violating the law, sue them. We have got all of the laws on the books. 

Mr. Yares. Is that not what is happening? 

= r. Emmercuick. That is precisely what is happening. 

. SHeenan. I do not think so. The Government would not 
hold 3 in the 1950 decisions the Department of Justice contention that 
it was an antitrust violation, but the court merely said that they 
wanted to study it for another 5 years. 

Mr. Emmerericx. That is not quite correct, Mr. Sheehan. The 
decision of the court in 1950 was based upon the decision of 1945 
that there was an illegal monopolization. The court in 1945 said, 
when it sent the case back to the district court: 


We are sending this case back to you. You wait until the Government dis- 
posal program is completed and then consider whether Aleoa ought to be dis- 
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solved or divested. And you decide then whether competitive conditions exist. 
The test that you are to use then is not whether there is a monopoly. It has 
already been found. It has been found that there is a monopoly. Now have 
the monopoly and its effects been so far washed out and dissipated that you 
need to do nothing? If there are any remnants of it left, then you can go in 
and do what you think is necessary, even divest Alcoa of properties. 

There is a determination of illegal monopolization. It has taken 
a long time to do something about it, but that is because of a long 
trial and a war and a disposal program. And now in 1950 the court 
is ready to do something about it. And the court looks back and 
says: 

Well, now, the Government wants Alcoa divested of properties to create at 
least one new producer. 

Mr. Sueenan. And the Department of Justice actually does ask 
in the trial that they be divested of these properties. 

Mr. Emmereuick. Precisely. 

Mr. SHeenan. The court would not hold for the Department of 
Justice? 
Mr. Emmercuick. The court said: 


For the present I will deny that, while I try out this stock divesture. I 
want to see for 5 years if that works. If it works, fine, that is the end of the 
matter, but if it does not work at the end of 5 years or before the end of 5 years, 
you can come back and ask for more relief. 

That is the posture of the affair. 

Mr. Sueenan. But the point I cannot get straight in my own mind 
is that here you are saying that there should be another 5 years, and 
based upon past history as I see the last 23 years of abnormal life 
in America, we may never reach a normal period again, and the courts 
will have to remain in Alcoa’s hair forever. 

Mr. Emmerciicx. I hope not. 

Mr. SuHerHan. Can you answer that question ? 

Mr. Emmercuick. Well, I would put it this way, that surely there is 
a difference between the last 5 years and any one of a large number 
of preceding 5-year periods that one could take in the history of this 
industry. 

Mr. Sueenan. I would guess that in my personal opinion the next 
5 years will be no different from any past 5 years, 

Mr. Emercuick. Certainly in the period from 1918 to 1939 there 
was nothing comparable to a 5-year period such as we have just gone 
through. Korean hostilities, an artificial alteration of the industry 
by Government-sponsored programs to double it in size with Govern- 
ment aids, price controls over the distribution of metal, the cold war— 
all of these things coming one smack on the tail of another, so to speak. 

Now, we can hope that the next 5 years will provide, as appears to 
be possible from recent developments in the past few weeks, some- 
thing like a more even climate in which to judge the progress of 
this industry. 

Mr. Sueenan. I hope you are right. 

Mr. Emmeretick. Well, I hope so, too, but the way for us to be 
prepared and to protect ourselves above all else is to get this three- 
producer industry expanded as rapidly as we can, so that we will 
have a broader basis for this prime requisite of ours and more com- 
petitive research and more diverse lines of inquiry and development. 
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Mr. Surenan. Of course, now, professor, may we not get into the 
same position we are in on the agricultural products here in America 
today? If you listened to the debate or heard the arguments on the 
floor last week on the agricultural bill, one of the most prominent 
arguments was that we in America asked the farmers to produce during 
the war emergency. We lent them all aid and financial aid and other 
help. We got them to produce so much, and now that they have a 
problem of overproduction, they want us to bail them out of that. 

Are we not faced with the same thing in aluminum? The Govern- 
ment is urging them to produce, produce, produce. When they get 
to the point of overproduction and are going broke, they will come 
back to the Government and to the Congress to save them in order to 
enable them to keep in business. Where does the evil begin or the 
evil end? 

Mr. Emmerciick. Now, fortunately, Mr. Congressman, we have 
some things which throw light on the prospects for the future. The 
companies and the Paley Commission, as they looked forward to the 
future, looked forward to 1975. They forecast a more rapid, a more 
striking growth and development of the demand and uses for alum- 
inum and the aluminum industry than we have had in the past. 

Mr. SueeHan. Then you will still have shortages, probably. 

Mr. Emmercrick. We may very well. That is why we ought to 
expand this industry and get more producers. 

Mr. Yates. As a matter of fact, I noticed a speech by Henry Ford 
last week in which he predicted within a few years our national prod- 
uct would be up to something like five or six hundred billion dollars. 
If that be true, you would favor an expansion of the industry; would 
you not? 

Mr. SHeenan. There is no question about it. My objection is that 
the Government is taking such an active hand in handling the expan- 
sion. Then if there is a contraction, they will have to take a hand 
in saving the companies from the losses due to the contraction. 

I want to get your opinion on one other thing. Mr. Yates touched 
on this. It was brought out that Alcoa seems to be trying to do a job 
toward giving a certain percentage of their output to the end fabrica- 
tors. I think it was brought out here that both Reynolds and Kaiser 
are not cooperating in thesame way. You did reply to Mr. Yates that 
they had no contractual obligation to do so. 

However, it seems to me—and I would like to get your thought on 
it—insofar as the Government has practically put those boys in busi- 
ness, that they have a moral obligation to see to it that some of that 
output goes to the general public. 

What do you think of that ? 

Mr. Emmereticx. I subscribe to that 100 percent. 

Mr. Surenan. So maybe we should take out after those other two 
boys and get them to release some of their products? 

Mr. Yates. As I understand it, we are not taking out against anyone 
particularly. 

Mr. Sueenan. I did not mean to phrase it in that way. 

Mr. Yates. We are trying to find out just what is causing the alum- 
inum shortage—what the state of the industry is—and we hope from 
= to be able to get some kind of constructive suggestions for the 

ture. 








Did you want to ask some questions ? 





ALUMINUM INDUSTRY 37 






Mr. Arnotp. You stated that the court in retaining this jurisdiction 
was interested in the so-called remnants of monopoly power. I would 
like to ask you whether the court considered the financial position of 
Alcoa in relation to the financial institutions. I might rephrase the 
question in another way. 

What I am concerned really with is about the difficulties of a new 
producer finding adequate financing in the United States to go ahead 
in the aluminum expansion of its own plants. I was wondering 
whether the court or, perhaps, the ena of Justice ever con- 


sidered this aspect of the aluminum in 


ustry. 


Mr. Emmerciics. The court certainly did. The court in its opin- 
ion and findings has an entire chapter on the differences in the finan- 
cial resources of Alcoa, Reynolds, and Kaiser. 

The court pointed out, for example, that at the end of 1947 Alcoa 
had 82 percent of the net worth of all 3 companies. And that at the 
end of 1948 Alcoa had about 79 percent of the net worth of all 


companies. 


The court 


before taxes, 


ponte out further that with respect to the earnings 


or the first 9 months of 1949. Alcoa accounted for over 


70 percent of the total earnings of all 3 companies; that it had 7 times 
the earnings of Reynolds, and about 4 times the earnings of Kaiser. 
The court pointed out also that Alcoa could borrow large sums of 
money—very large sums of money—upon its note at relatively low 
rates of interest, but that when Reynolds and Kaiser wanted to buy 
the Government plants, they had to give back a mortgage, paying, 
I think, some 414 percent. 
These disparities in financial power plus the absolute volume of 
Aleoa’s assets, the mere possession of an absolute large volume of cash 
and assets, put Alcoa in a situation of very great financial power in 
relation to these other two companies. 
Mr. Surenan. You would not want to penalize the company be- 
cause they are financially well off? 
Mr. Emmercticx. Not penalize them, but if the company has been 
adjudicated to have illegally monopolized for a generation, and it is 
found yet to have remnants or fruits of its long monopolization, then 
something must be done, not to penalize the company, but to restore 
truly competitive conditions. That is the only problem which is 
involved. And if it is needed, in order to do that, to continue jurisdic- 
tion for another 5 years, this is not moving to penalize the company, 
but be sure that the rest of the industry is not confronted with rem- 
nants of long monopolization. 
Mr. Yates. May I ask a question on that point? There is some talk 
of expanding the aluminum industry. In your judgment, will it 
enhance or weaken the monopolistic aspects of the aluminum industry 
if any do exist, to permit the expansion to be by the three producers 
in the field, rather than by outside producers, outside interests? 
Mr. Emmerciick. Well, I think that if you have an overconcen- 
trated industry, Mr. Chairman, as you have today, and you make the 
concentration even more intense by enlarging the existing producers 
you thereby create additional barriers to the future possibility of new 
access, new blood of new enterprise to this industry. 
So that very definitely I would say that if this expansion should 


take the form of an increase of the size of the three present producers, 
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it would simply make it more difficult in the future to undo this 
overconcentrated condition. 

Mr. Arnotp. You might have the complete figures on this, and per- 
haps even some of my figures may be wrong, but this is one thing that 
worried me. 

I understand, for instance, the Mellon National Bank has helped 
finance both Alcoa and Kaiser. And the Bank of America, in turn, 
has helped finance both Kaiser and Reynolds. And the First Boston 
Corp., has helped finance both Alcoa and Kaiser. And the Manu- 
facturers Trust has helped finance or floated bonds for all three. 

Now, is there any information that you know of, or did the court 
consider this aspect of a monopoly or a semimonopoly condition 
resulting from the tie-ins of the present primary producers with the 
large banking institutions in the United States? 

Mr. Emmercuick. Well, in the course of the trial before Judge 
Knox, the Government asserted that there were close ties between 
Alcoa and Kaiser, and that these ties were of two sorts: Kaiser 
entered into a contract with Alcoa, to the best of my recollection, 
of something like 6 years for the purchase of Kaiser’s bauxite 
requirements, or the largest part of them, from Alcoa. 

Here then was a new producer that the Government was launching 
in an effort to promote competition turning about immediately and 
tying himself up to adjudged monopolist for his raw materials. 

Along with this, the Government called attention to the fact that 
Kaiser was getting a good part of his financing from Mellon financial 
organizations, the Mellon Bank and the First Boston Corp. 

Alcoa’s financing likewise was conducted through the First Boston 
Corp. 

and the financing of the Canadian company, for the most part, 
was and to some extent still is conducted for it through the First 
Boston Corp. 

The Government urged strongly that these ties between Alcoa and 
Kaiser were of significance, and in judging whether the requisite con- 
ditions existed in the industry, the court, as I have pointed out, found 
the requisite competitive conditions did not exist, but the court did 
not make any findings of any impropriety or any untoward relation- 
ship upon the basis of the proofs presented by the Government as to 
the bauxite relationship and as to the financial relationships that I 
have described. 

The court indicated that it found them to be without significance. 

Mr. Yates. Do you know whether any of the companies undertook 
financing apart from those? 

fr. Emmercuick. Well, Kaiser had other financing. Dean Witter 
& Co. was one of the financial organizations that Kaiser used. And 
I think there are still others. 

Mr. SueenAn. Do you want to leave this committee with the opinion 
that because certain banks had a mutuality with the companies that, 
therefore, there must be collusion ? 

Mr. Emmercitck. I have not undertaken to say that. 

Mr. Yates. He said just the opposite. The court came to the con- 
clusion that it did not. 

Mr. Emmerctick. The court came to the conclusion that the situa- 
tion was not proved, shall we say. The Government, that is, shall 
we say, the Department of Justice, fulfilling the duties of public prose- 
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cutor, brought to the attention of the court all of the relevant facts. 
The court chose to find that no conclusion of impropriety could be 
drawn from these facts. 

Mr. Yates. Thank you very much for a good summary of the sit- 
uation. We are very grateful to you. 

Mr. Emmercuick. Thank you. 

Mr. Yates. We will next hear from Mr. Anderson. The committee 
has called Mr. Dewey Anderson to appear as an impartial expert to 
give the subcommittee his ideas of the background and the nature and 
the future of the aluminum industry. 

Mr. Anderson, is well known for his association with the Public 
Affairs Institute, and is appearing only as an individual and at the 
special request of our subcommittee. 

In the past Mr. Anderson has been executive director of the Senate 
Small Business Committee, and has been executive officer of the TNEC 
the monopoly investigation, at the time it was in existence. 

He has made extensive studies of the aluminum industry, including 
a pamphlet issued by the Public Affairs Institute entitled, “Aluminum 
for Defense and Prosperity.” 

Mr. Anderson, the committee will be pleased to hear you. 


STATEMENT OF DEWEY ANDERSON, DIRECTOR, PUBLIC AFFAIRS 
INSTITUTE, WASHINGTON, D. C. 


Mr. Anperson. Thank you, Mr. Chairman and members of the com- 
mittee. I have a prepared statement, which I do not propose at this 
late hour to read in its entirety, but to talk to and from. 

The statement itself, in order to anticipate any coverage of ques- 
tions that might occur to you is broken into four main topics. 

The first is the reasons, as I see them, for these particular hearings. 

And then I raise the question as to whether the shortage of metal is 
real and will it continue. And what the nature of that shortage may 
be. Third, why the stockpile? Some questions concerning its man- 
agement and effects. 

And then finally a series of topics under the heading of “Action 
needed now.” 

It occurs tome, and it is my understanding, as I have listened this 
morning, that these hearings are called primarily because the com- 
mittee has received complaints from aluminum fabricators who have 
been adversely affected by the current aluminum shortage. They be- 
lieve that in the recently announced deferral of 150 million pounds 
of metal from the stockpile, the Government has a responsibility to 
insure its distribution among users in such a manner as will best 
serve the national interest. 

That so far as can be determined at this writing, the method used 
in the distribution of this metal has not been made known. 

Because in effect this is Government metal, it could have been taken 
into the stockpile and, therefore, in my view is Government metal. 
Its distribution should be fair to everyone concerned. It should be 
so distributed as to insure the utmost stability and growth in an indus- 
try whose present plight is in no small degree caused by the Govern- 
ment itselt. For the current shortage is the result of the Govern- 
ment’s establishment of the defense stockpile and expanding the use 
of aluminum for a wide variety of defense items. 
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A first responsibility, therefore, is to get the facts and shape a 
directive for administrative action to distribute the 150 million pounds 
of metal that are now available. But there is a second objective of these 
hearings inseparable from the first in my view, that is, the inescapable 
responsibility of the Federal Government to face up to the necessity 
now of insuring the raw material needs for the foreseeable future, 
both of national defense and of a stable, growing industry which is 
just now entering its great period of civilian expansion. 

Unfortunately, this expansion is occurring at the same time as the 
Government faces a continuing need for vast amounts of aluminum 
for defense purposes. 

The right solution of the distribution problem now confronting this 
committee is only the immediate decision to be made. For tomor- 
row—and I particularly call your attention to this, because there is 
time to act—tomorrow there follows the need to determine what is 
to be done for the 2 quarters after next June 30, 6 months in which 
the shortage problem is likely to become even more aggravated than 
it has been during these past 6 months. 

The nature of the aluminum industry is such that it is impossible 
to increase the supply of metal substantially without a great deal of 
time-consuming forward planning, both on the part of private in- 
dustry and the Government. 

The reasons have been expressed before, and I will not take time to 
read them here. 

Since that period of the infancy of the aluminum industry prior 
to World War II, no substantial increase in domestic productive 
capacity has occurred without the inducement coming from the 
Government. In World War II, the Government invested some 
$739 million of taxpayers’ money in plants that doubled the capacity 
of the aluminum industry. But, despite the unexpected good times 
following the war, because of the uneconomic character of many of 
the war-built plants, aluminum production fell off almost a fourth 
by 1950. Then, another defense crisis confronted us, and a new 
Government aluminum program was launched. 

Now, this bit of history, gentlemen, is history only in order to focus 
some of the questions that are of concern to the committee. 

T have skimmed the history to bring just two or three of its salient 
features before you. 

The fact of aluminum’s importance in defense, the strategic char- 
acter of aluminum does not have to be dwelt on. That is the reason 
the Government was so dismayed to learn that an adequate aluminum 
plant which it had built in World War II for war purposes was 
partially dismantled, and that the civilian demands for the metal 
had so expanded that any procurement for the increased defense uses, 
and for stockpiling purposes, would disrupt the industry. So, Stu- 
art Symington, then head of the National Security Resources Board, 
and this is a historic date in the aluminum industry, announced in 
October 1950, a defense target of a million tons (2 billion pounds) 
additional aluminum capacity. 

T now include in the testimony a quote from the pamphlet that you 
have before you which indicates that the Stuart Symington target 
still stands. No one has denied it. Some have sought to prolong 
the period in which such a target could be reached. 





ALUMINUM INDUSTRY 41 


The program facing the expansion effort was undertaken, and there 
were very good reasons why the principal figures in the industry 
should have serious doubts about such an expansion program. 

It was touched upon by the previous witness in answer to a question 
that there have been periods of oversupply, periods of undersupply, 
in this industry, because the industry follows the economy. It is in. 
evitable that this is the case, besides the aluminum industry having 
its own internal structure. 3 

I point out, for example, that the Big Three are facing an ex- 
pansion program of the size and character announced by Mr. Syming- 
ton sah look back only to 1948-49, when metal piled up in the plants, 
some pot lines had to be shut down at great cost to the industry it- 
self. This prospect of doubling the capacity of the industry was a 
sobering prospect to anyone who had stockholders’ money invested, 
who had to face an uncertain future. 

It was only natural that the attempt would be made to “phase” it, 
and you have heard of the first and second rounds, and the possibility 
of a third round. 

The character of the inducements that had to be offered have been 
sketched for you, so I will not belabor them. I have cited four dif- 
ferent kinds of inducements that have been used. 

Now, as finally worked out, the Government established a dual 
yolicy respecting the new defense-built plants. It was apparent that 
if the Government was to grant such special inducements to prospective 
makers of metal, in turn these companies might b> expected to insure 
a proportion of their output being placed at the clisposal of the small 


and independent businesses which were completely dependent on these 
large aluminum makers for their raw materials. 

And as finally worked out—and I am reading from the chart on 
“Pata of Aluminum Production Plants under Government Contract,” 
issued by the Office of Defense Material, March 24, 1953, in layman’s 
language as finally worked out these were the terms on the defense- 
built pa those under purchase contract: “During the contract 


period the producer is to make available to nonintegrated users,” and 
then in parentheses, “in accordance with the specified conditions of 
sale up to two-thirds of output, less Government call tonnage.” 

I think that is where we left it with the previous witness, with that 
particular understanding. And I might say parenthetically, too, in 
answer to a question that was raised by a member of the committee 
that when the Senate Small Business Committee had the respon- 
sibility of trying to shape the disposal program, we tried hard to in- 
fluence the disposing agency to make such contracts of disposal, both 
in the leases and in the sales, conditional so that both would insure a 
sizable percentage of all output of the war-built plants which were ul- 
timately sold, as you have heard, at a fraction of their cost, going di- 
rectly to the nonintegrated users. 

We were unsuccessful in that effort. That is why some of us took 
such an interest in seeing that in the first and second round expansions 
under the new defense program, these contracts carried the stipula- 
tions they do concerning metal supplied directly on call to the inde- 
pendent users. 

Now, the independents have been laboring under the impression, 
rightly or wrongly, that they had a right to approximately a third 
of the total production of Government-induced expansion. 





492 ALUMINUM INDUSTRY 


A third, they had thought, because it has been general talk in the 
industry, would be going into the defense stockpile. And a third 
would be consumed directly by the Big Three in their own fabricating 
facilities. 

This matter of distribution I urge upon the committee as something 
that should be studied, because this is the widespread impression in 
the industry, and the contracts will reveal to what extent this is true. 

In this connection, I call your attention to a widely quoted letter 
that has been placed in the Congressional Record as of May 3, written 
by Senator James E. Murray to Arthur S. Flemming, which touches 
upon these points and raises a number of questions which are germane 
to the inquiry that is being made by this committee. 

While the new defense program got started rather slowly, it 
developed that no new producers would qualify. There was one new 
producer that tried to qualify, and tried hard. There were several 
others who tried to qualify. And for one reason or another the going 
got too tough. 

Harvey, the one who persisted longest, turned over certain of his 
rights under certain conditions to Anaconda up in Kalispell, Mont.— 
and Anaconda, as you have been told, is coming in with something 
more than 50,000 tons of metal some time this summer, to be used 
primarily, if not entirely—not entirely, because Harvey has a call on 
some of the metal—to be used in the Anaconda Copper and allied 
operations. But it was apparent by the spring of 1952 that the expan- 
sion program was not going to reach the Symington “target.” 

We had a man in Washington at that time who was courageous 
and able, Samuel Anderson, then in charge of the program for the 
Defense Production Administration, and later a distinguished Assist- 
ant Secretary of Commerce, who valiantly tried to get the Government 
and the Congress to face up to the need for aluminum, more metal, 
both for defense and an expanding civilian economy. 

As time goes, 1952 is ancient history in this fast moving industry, 
but just that short while ago this effort was made. 

He proposed in April of 1952 an expansion program which would 
add another 140,000 tons capacity within the United States, to come, 
if possible, from new producers, and a commitment from Aluminium 
Company of Canada. This latter was to take the form of a firm offer 
on the part of the Canadian company to ship us not less than 300,000 
tons of aluminum a year for 5 years, 1955-59, provided that if for 
any reason this metal could not be disposed of to American users, the 
Government would be obligated to purchase up to not over one-half 
the total amount at the then current prices. 

Had the Government done so, the Government could have made a 
pretty penny in selling that particular metal. 

Mr. Anderson’s attempt to establish this program was opposed in 
the Congress by a majority of the Joint Committee on Defense Pro- 
duction, which issued a progress report No. 20 on June 30, 1952, that 
questioned, and I am quoting from page 15: 

Whether the Alcan contract could ever be of any real benefit to us, and it is 
certain that it would be of little, if any, during the years 1952-54, which are 
the crucial ones with respect to the defense program. It is therefore desirable 


that the United States wait to see how the situation develops, and should it 
prove necessary next year, encourage the building of domestic plants. 
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The congressional report just referred to aroused opposition in some 
important quarters. Gon ressman Emanuel Celler, chairman of the 
Judiciary Committee of the House, whose committee had conducted 
prolonged hearings on this subject of aluminum for defense and 
civilian uses early in 1951, published an analysis of the report in a 
document titled, “The Aluminum Program.” And in that he sum- 
marized as follows: 


If these conclusions [of the joint committee] are allowed to stand, if they 
are taken as a statement of policy to be followed by the defense agencies of 
this Government, it is my deep conviction that we will not have sufficient alum- 
inum for full defense in time and provided under such conditions as will increase 
the area of healthy competition in the industry. 

These conclusions were allowed to stand, and the results are to 
unfold before this committee during its hearings on acutely felt short- 
ages of aluminum, just 3 years thereafter. 

Turning now to the subject of whether this shortage is real and will 
it continue. 

The aluminum industry is subject to the ups and downs character- 
istic of business generally. But I must hasten to add that it has its 
own internal structure, and its own relationship to the market place, 
so that it does not follow in any precise way that of the total economy. 
It lags at times. It is ahead at times. That is, of the general eco- 
nomic situation. 

During the early part of 1954, a combination of circumstances re- 
sulted in less demand for metal that was currently produced. Here 
is one of those cases. It was at this time that the wary businessmen 
drew down on their inventories, while major producers, needing cash, 
sold more than usual to the defense stockpile. This is something that 
you will have to corroborate. I can say that it is good hearsay in 
the industry, and this has been a contributing factor, helping to create 
the immediate shortage. 

Even as late as 2 months ago, a major producer was avowing that 
the shortage really did not exist, that the “real demand” of his cus- 
tomers could be taken care of. The assumption behind this was that 
“real demand” is the genuine need for metal, rather than spceulative 
or inventory buying. 

Looking at the recent past, primary domestic production for the 
9 months ending last January dip below 250 million pounds in 
only 3 months, with January hitting an all-time high of 256 million 
pounds. 

Scrap recovery added 50 million, and imports another 40 million, a 
total of 340 million pounds on the average. Yet, despite the all-time 
high production of 2.9 billion pounds of primary aluminum produced 
last year, the amount of primary used exceeded production in each 
of the last 5 months of 1954 by from a low of 5 percent to a high of 
17 percent. 

o one has, so far as I know, collected figures to show how much of 
this metal went into “real demand,” or how much went into inven- 
tories. But if this last half-year trend continues, and even if we 
take the lowest figures of excess of use over production of 5 percent, 
the stocks of primary aluminum at production plants will be com- 
pletely wiped out within a few months, and deliveries will be on a 
current production basis entirely. 
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And I hasten to warn that this is a hand-to-mouth condition that 
spells turmoil and hardship in an industry of the size and complexity 
of the aluminum industry. 

In an industry where you have to program your forward operations 
in months and quarters, it is extremely hazardous to use up, without 
inventory in your stockpile, any metal on hand that you can fabricate. 
There has always to be this cushion. We are at a dangerous point 
from that standpoint today. 

Arthur Flemming, Director of the Office of Defense Mobilization, 
has written the Committee on Ways and Means of the House, on April 
14, 1955, on this subject as follows: 

As you know, the national defense demand for aluminum, including the re- 
quirements of the stockpile, is very high. Largely because of that fact it is 
expected that aluminum supply over the next several years will be short of 
demand. 

Now I have inserted a table on production for recent years which 
we will not take time to do more than glance at. I call your attention 
to the footnotes, and the necessity of using six different citations to col- 
lect a table of this sort. I do so for one reason, that witnesses up to 
this moment, and succeeding witnesses, will be talking figures. And 
I hasten to assure you that figures, with all of the good intent in the 
world of everybody presenting figures—figures will vary by very 
considerable amounts in every phase of the aluminum industry as of- 
fered by different witnesses for one simple reason. It is a thing that 
this committee could do something about. 

We have never had a good collection of statistics on this industry. 
For a short while, when Anderson was head of ODM, part of the 
aluminum program, we began to collect careful statistics, but for all 
too long this industry has had its statistics collected by a trade asso- 
eiation. And the Bureau of Mines which has the official responsibility 
for collecting and compiling statistics for the Government has to wait 
upon figures that come in from these varied sources. It is a thing that 
this committee could urge some action on, because a single set of figures 
will not be forthcoming that you can place any weight or eootionte 
upon until something like that happens. And one of the confusing 
factors in discussing the aluminum situation is always dubious figures. 

These figures do show you one thing beyond that. They show you 
that we are moving toward a much expanded industry. 

I have had projections made in my shop in an effort to ascertain 
what the prospective aluminum situation is likely to be. But no mat- 
ter how much care is taken, here I am really out in no-man’s land. 

We took into account the changes assumed for the future in gross 
national product, based on 1953 dollars, and the index of industrial 
production, based on several years of its past. And then we took the 
production of aluminum, and we made projections in a series. 

It would appear by this array of statistical evidence that by 1960 
aluminum shipments should rise from the 1954 level of 1,349,000 tons— 
this is net shipments of producers of aluminum and includes some 
amount of defense end uses—to a probable 2,221,000 tons. This gain 
of 872,000 tons of metal in the next 5 years sets some significant di- 
rections to our thinking. For it says that strictly in terms of present 
patterns of usage, as reflected by the measures of economic progress— 
gross national product and the index of industrial production—we can 
expect to see the amount of aluminum used increase sharply. 
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What about the expansion prospects in the industry during these 
next several years? While I am not privy to the precise plans of 
the several companies, common knowledge in the industry offers no 
indication that any such total expansion of tonnage is either in sight 
or on any drafting boards. That unless drastic changes occur in 
the making of aluminum there is no such supply of low-cost elec- 
tricity yet to be made available within the United States to produce 
anything like this tonnage of metal. For, as is commonly known, 
aluminum is in considerable measure “stored electricity,” it taking 
about 10 kilowatt-hours for every pound of metal produced. This 
is the major limiting factor on expansion. 

This statistical measure that I have given you may well fall far 
short of the aluminum actually required during the next 5 years if 
the stockpile take continues for new bulk uses of the metal are only 
now coming into being. 

We have never had a period like this in which to test what the 
aluminum industry could do in supplying products for civilian use. 

Just in passing let me indicate one bulk use that is in its infancy 
that is bound to absorb an enormous amount of tonnage. And the 
pressure is great on it. I call your attention to the sprinkler systems 
that must be installed in drought areas and near-drought areas for 
the production of foodstuffs on farms, something that has just begun. 
But in addition I note another bulk use, if and when it comes into 
being, that will draw down on the aluminum capacity like nothing 
else heretofore. That is the drastic changes in automotive construc- 
tion that are long overdue. You and you are tired of maneuvering 
this heavy car that we now drive, something which can be recast into 
an aluminum car any time the engineers are allowed to have their 
way. 

When these bulk uses take over, the amount of aluminum that we 
are now producing will be small by comparison to that which will be 
needed. 

So I conclude that in the short run there is an acute shortage. You 
will hear testimony given by independents who cannot get the metal 
they need. There is an acute shortage in the short run at a time 
when the expanding uses of the metal should allow us to expand this 
industry. .Anyone who believes in free enterprise knows that we 
should not be confronted with the curtailment of growth in a basic 
industry of this kind because of lack of metal. That is the only single 
factor at this writing that curtails growth or limits rapid expansion. 

Turning now to another topic, why this stockpile? What does the 
stockpile mean? What are its effects? 

In discussing the aluminum question away back in April 1952, the 
man in charge of the aluminum defense program hazarded guesses 
concerning the needs for aluminum for war purposes, should such 
an unhappy catastrophe strike us again. He presumed that we would 
need for war and bare essentials for civilian use between 2 and 214 
million tons of aluminum a year, that such a demand might not 
be felt for a year or so after the war got underway. But this gives 
some indication of the forward planning that would be desirable to 
have done to meet such a catastrophe. Even with all our present 
expanded capacity, we do not have the ability to meet this level, not 
in primary metal. 
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But back in 1952 we had much less capacity and we had no stock- 
pile of metal. It was thought that through the normal expansion of 
domestic capacity, and because we did not expect too much prosperity 
unmediately after World War IIl—there were prophets of gloom 
at that time, as you will recall—the assumption was that we could 
take metal that was coming off the line then and could not be sold and 
put it in the stockpile. The contrary occurred. No metal was surplus. 
So a stockpile program was an inevitability. It was so for several 
reasons. 

Aluminum represents stored electricity. In case of war one of the 
most serious bottlenecks in its suecessful prosecution becomes a short- 
age of electrical energy. So the actual accumulation of kilowatts in 
the form of stockpile metal was a very vital thing. 

Also, because of our dependence on foreign countries for most of 
the bauxite from which aluminum is made, a.stockpile in peacetime 
means that no matter what happens to the sealanes, how they may be 
clogged or disrupted, the first essential military items can come off 
the line. 

Then, finally, another reason advanced for the accumulation of a 
stockpile is that by so doing great dislocation in the civilian aluminum 
industry can be avoided and a transition period provided during which 
adjustment can be made. 

Everybody agreed finally on the necessity for a stockpile, in the 
industry and outside of the industry. The problems and the disputes 
arose around such matters as to its size, how rapidly we would accumu- 
late it, or for how long we would accumulate a stockpile, and how it 
would be managed. These questions are still the questions. They 


have not been solved. They are as much the questions of today that 
concern this committee as they did when the stockpile was originated 
several years ago. 

We do not have a querer management program that is clearly 


understood. We have confusion regarding the interpretation of the 
contracts of purchase. Nobody has made an accounting even within 
the limits that are placed upon stockpile secrecy. And there must 
be such limits which satisfy the industry. Yet the stockpile hangs 
over this industry like an ominous cloud. It bears down on it. No- 
body knows what to do about it, how to calculate it in their business 
decisions, 

These original questions are still unanswered. They are the ques- 
tions which I hope will concern this committee as part of its delibera- 
tions. 

My guess is that the stockpile is large. It would not surprise me if 
the stockpile is taking probably as much as one-fourth or more of 
current production. My guess is that that weight ape the economy 
is so serious as to require very careful consideration of stockpile policy 
with respect to its use. 

The stockpile, in my judgment, must not be regarded as a Govern- 
ment-operated pemmnrens bank as is apt to be the case if continued 
pressure exerted on the Government is successful in causing deferrals 
of the stockpile “take,” if and when shortages of supply become acute 
in the civilian sector of the economy. For if this happens repeatedly 
it will not be long before the Government will become a buffer in the 
industry, and along with such a role will come some type of controls 
over the actions of the industry which will have to be established to 
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insure fair treatment for everybody concerned. Such controls in 
peacetime are abhorrent to every free enterpriser. 

It may be timely to reconsider at the topmost level the size and rate 
of accumulation of the aluminum stockpile as the world political 
situation is reconsidered. For much has happened since the stockpile 
was started. It could be that a longer period of time would save, and 
that a lesser amount of metal could be taken regularly by the Govern- 
ment, thereby allowing a larger amount to enter the civilian economy. 
Such a decision, if possible and proper, is far preferable to the spas- 
modic emergency treatment the industry is undergoing now. If you 
make that decision, the obligation rests on the Government to insure 
right policies of distribution and a proper policing of these policies. 

Stockpile management policies also raise another question. An 
orderly method of cutting back the Government take, for to dump 
on the market in any abrupt manner any such large quantity of metals 
as the Government is now buying for defense stockpiling would be 
alarming. 

Now without this kind of an orderly method spelled out you do 
not have to put in the actual figures, but spell it out, we are going to 
face some rather unusual moments in the future. 

Nobody has made mention of it, but we came out of World War II 
with the Government-owned accumulation of 375 million pounds of 
metal. Here isa commodity that stores well. It does not deteriorate. 
You can keep it for an age. It does not cost much to stockpile and 
to manage. The fire insurance is negligible. 

This stockpile in 1945, in a period when there was an acute shortage 
in the industry, was invaded for lack of a stockpile policy, and a 
management system, it was invaded and dissipated abruptly. The 
metal brought the Government no big sum and no profit. The metal 
was fed out primarily to the Big Three, and you might ask them 
who got the metal in the end and used it. 

Mr. Arnoxp. Could I interrupt there? To your knowledge was it 
a fact that the Government resold the metal to the industry at a price 
which was less than the price paid by the Government itself? 

Mr, Anperson. My understanding is that that is correct. 

Mr. ArNotp. The Government actually lost money ¢ 

Mr. Anverson. It did not make any money on it. It probably lost 
money. . The fact is that 375 million pounds is more than double what 
the present 6 months’ set-aside is. I raise this question not to try to 
find a culprit or again to cry over spilt milk—1 only bring it up in 
order to point up the desirability now of establishing firm stockpiling 
management policies. 

When you talk to the people downtown in responsible posts—and 
this has nothing to do with partisanship—I have talked to them in 
Democratic days and now in Rigublican days—no one has the author- 
ity to lay down policy and nobody is inclined to take the time and go 
through the long effort of doing so until they get a directive from the 
Congress. 

Mr. Yates. What about Mr. Flemming? 

Mr. Anverson. Mr. Flemming, under the broad powers of his act, 
surely could lay down stockpile management policies for the existing 
situation. 

I want further to lay out a directive, Mr. Chairman, for that day in 
the future, whenever that day comes, when the defense stress is no 
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longer on us and that beautiful stockpile of metal rests there, and 
there is a shortage in the industry, and the clamor will come, not from 
the Big Three or Four alone, but a lot of others in the industry, and 
the temptation will be great to invade that stockpile. Now if you are 
going to invade, the rules of the game ought to be laid down. If we 
are sacrificing now, and the taxpayers are sacrificing—we have helped 
build these plants—we are being denied end products, and the price 
competition would come from this increased flow of metal—if this is 
the way that the Congress must act in the common defense now, the 
Congress in all good faith should lay down some general policy rules 
with respect to the future disposition of that stockpile. 

Let me turn now to a section where I discuss American producers 
recognizing the need for more capacity during the next decade or 
two—and all of them have plans in some degree to meet that need. 

But may I point out again that with all the good will and the private- 
profit motivation—and this is a private profit-making industry—with 
all thees incentives at their command, the private sector of the in- 
dustry cannot of and by itself expand substantially. 

This is the kind of an industry in which the Government involve- 
ment is continuous, not just sporadic. 

For this one reason, if for no other, this industry depends upon a 
vast amount of low-cost electric power. Forward planning, particu- 
larly in the hydro field, is essential for this industry to expand. 

I point out that Alcoa at this time has a most attractive low-cost 
power site at Taiva in Alaska, where an enormous supply of metal 
could be produced at competitive cost. equal to the lowest in the in- 
dustry. Alaska is an American Territory, under the American flag, 
desperately needing this kind of expansion. . 

The industrialization of Alaska would bring tax dollars into the 
American Treasury, would bring more abundance and decent, good 
living, for all of us. This is a most desirable venture, regardless of 
who owns the enterprise. 

I am not bringing the matter of ownership into question, I am simply 
saying that any plan of this kind right now will require international 
agreements between Canada and the United States with respect to the 
use of that water, because that water is international water. 

I plead with this committee—— 

Mr. Yates. What water are you referring to? 

Mr. Anperson. I am referring to the rivers that will be tapped so 
as to bring water across an international boundary north of Taiya 
and move down into the Taiya project. 

I plead with this committee that it consider this problem, because 
while I am talking about a short-run shortage that is visible, and the 
reason that this committee has become excited sufficiently to hold 
hearings; but coupled with it, you will have another shortage of even 
bigger proportions, if you are back here—as I hope you all are— 
4 years from now. 


So I am saying that the 4-year interval has to be thought throngh 
now. 

I point out also that the Government should undertake the develop- 
ment of the Columbia River Basin, its full hydro development—and 
only the Government could do this. There you have a situation where 
only 13 percent of its feasible, low-cost production of electricity is 
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already developed. You would have another source even closer at 
hand that aot be used to expand metal making. 

I seek to establish by these neteations the fact that the industry 
itself cannot plan privately for an enormous expansion in the im- 
mediate future. 

Let me turn, then, for just a few moments, to some of the things 
that occur to me as action that is required now. I know that this com- 
mittee doesn’t have full jurisdiction of the Congress to act in all these 
matters. But I am fearful that other committees will not be taking 
the time that you are taking to hear us out. 

So I offer suggestions which do not fall entirely within the scope 
of the jurisdiction of this committee, in the hope that you will be 

taking these matters up where they can be properly handled. 

So far as stockpile problems are concerned, I suggest that the 150 
million pounds deferred from the stockpile for the first 6 months of 
this year—and we are almost at the end of that 6 months—the ad- 
ministration should be required to present to this committee a well- 
developed plan of distribution and accounting, and I might add also, 
policing. 

If that is done, it will have a salutary effect on every future effort 
in this direction. For there will be other deferrals. 

I argue in these terms because in my judgment this is Government 
metal. 

I would particularly urge that, while it is common in dealing with 
things of this kind to establish a policy based upon what has been 
called historical patterns of use, that this criterion not be the only 
one that concerns you in this committee, for there are a number of 
newcomers who have every right in our free enterprise economy, not 


only ie exist, but to grow. Their needs should be considered carefully 
as well. 

As a third factor, I would urge that you would make very sure that 
there are considerations of what, for want of a better name, are called 
distress cases. 

I would urge at the same time that you ask the administrative arm 
concerned with this matter of po olicing and administering stockpile 

t 


metal to bring in at this time their plans for the next 6 months. 

These plans should be public knowledge. These plans should not 
be sprung for any reason whatsoever on a starved industry a few 
days or weeks prior to the beginning of the next 6 months. The 
planning programs that they have to carry on require more time than 
that. The decision can be made just as well today. You can pr oject 
this situation, because you. can project the next 6 months’ needs just 
as well today as you can project it 2 months from now. 

So I urge that there be a program for deferral until the end of the 
year. If there is not. to be a deferral in the next 6 months, if there 
is not a need for it, and that can be proved to the satisfaction of the 
committee, let’ s have it. 

If there is going to be a deferral, let’s have it now, and get the 
orderly procedures worked out. 

Then I turn to the continuing supply problems. I point out again 
that my forecast indicates that in all likelihood the demand, as based 
upon the expansion of this economy and the part that this industry 
will play in that expansion, the demand may see a doubling of the 
need for aluminum within the next 10 to 15 years. 
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I hasten to add that that doubling of capacity will not occur within 
the boundaries of the United States or its territories without Govern- 
ment action; that unless it occurs, all you will have to divide is some 
slightly larger amount of metal than you now have; that any division 
of that amount of metal will raise so many headaches that you in the 
Small Business Committee will be receiving complaints periodically ; 
that the only answer is a much augmented supply. 

I recommend here that a Government-sponsored commission—and 
T am the last in the world to urge other commissions, for I have seen 
them fail time and time again—but I come to this in an extremity. I 
have been a witness before a half a dozen committees. I have lived 
with the aluminum industry policywise very closely since Reynolds 
first came here seeking metal in 1939. 

I have seen the administration fumble this ball repeatedly—as it is 
doing today, this administration and the previous administration. 
And still I urge that you have set up a Government-sponsored commis- 
sion on light metals needs and supply, and that you charge this com- 
mission—and it could be mixed, hill and town, you have the example 
in the Hoover Commission—it could be a mixed commission made of 
Government—and I am thinking of the legislative and administrative 
branches both—public and private interest directly concerned, and 
that you give them a time limit to report and hold them to the time 
limit. 

Someday this has got to come, the sooner the better. 

Now let me turn for a moment to foreign procurement and interna- 
tional policies. Our principal foreign supplier is Alcan, our Canadian 
neighbor. This company expects to ship 225,000 tons of metal to 
United States customers this year, some 15 percent more than last year. 
Most of it will go under long-term purchase contracts to Alcoa and 
Kaiser; some 110,000 tons, or nearly half of current production, will 
reach independent users in this country. 

It is expected that in 1956, because of expansion now underway, the 
amount of metal reaching this country will be considerably larger. 
The present 91,500 tons coming from the new British Columbia proj- 
ect at Kitimat is being expanded by some 240,000 tons. 

Let me remark that this is probably the lowest cost metal when you 
get into the 240,000 tons expansion program in this hemisphere. This 
is really low-cost metal. And I stress the importance of low-cost 
metal, for the cost of the metal is the basic cost factor in the end 
product, and the cost of the metal is a very important thing to the in- 
dustry as well as to the integrated producers, and to the consumer. To 
the degree that the cost could be kept down, to that degree will the 
metal find its way in competition and in substitution for other higher 
cost metals. 

Mr. Yates. You don’t draw a distinction between the metal pro- 
duced by Alcan and that by the American Aluminum Co., do you, in 
terms of low-cost metal? You said when it gets down to 240,000 tons 
it becomes a low-cost metal. 

Mr. Anperson. It is low cost now. But when this 240,000 tons are 
added, I hope they will tell you what the cost will be, but I expect there 
will be hardly a plant in this country that can compete. 

Mr. Yates. With the Kitimat production? 
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Mr. Anperson. The Kitimat production is going to be mighty low- 
cost metal at that level. That is due to one major factor, again the 
supply of electric power. 

‘ow, don’t be misled by any notions that exist that we don’t need 
this Canadian metal. This Canadian production is now providing 
110,000 tons of badly needed metal to the independent users in this 
country. In my book, if they can get double that amount of metal, 
I would like it very much, and they would, too. 

For this is the natural market for that Canadian metal. The metal 
is heavy; the haul is short. It is produced just across the border. 
This is the natural market, and increasingly that metal must gravitate 
in this direction, as I expect it to do. 

And I draw your attention to one other factor of great importance. 
So far this company does not fabuicate in the United States. So that 
point that Mr. Emmerglick was referring to of being in a competitive 
position at 2 or 3 stages of the game, selling raw materials to an 
independent, or semifabs to an independent, and then competing with 
him in the markets of end products, does not exist with respect to this 
supply of metal, a very important factor to be considered. 

Mr. Yaves. Is the Alcan expansion taking place with Government 
help? 

Mr. Anperson. No. 

Mr. Arnoxp. Does Alcan fabricate elsewhere aside from the United 
States? 

Mr. Anperson. That is right. And it introduces some of its fabri- 
cated products in the United States, but not any bulk quantity. And 
then, of course, it meets a very high tariff, because the tariff on fabri- 
cated stuff is very high relatively. 

It also carries at the present time—I point out this as something for 
this committee to consider in its considerations of the long-run aspects 
of the industry—the fact that there is a tariff on the metal of a cent. 
and a half per pond at the present time. 

But, gentlemen, we are at a point in our experience when this Gov- 
ernment must seek the active cooperation of Canada in the devel- 
opment and use of our combined hydroelectric potential. Now, any- 
body who has been reading the signs of the times knows that the 
Canadian Government has been increasingly stand-offish with respect 
to us. The.Canadian Government is pretty tired of being regarded 
as a source of raw materials. And the Canadian Government is say- 
ing to itself, and to others, more pointedly than before, “We will 
develop our own industry.” 

Now, for a variety of reasons this has to be a mutual enterprise. 
The money is not in Canada to do this thing in the gigantic fashion 
that it requires. It will be foreign investment that does it in large 
measure, and a great proportion of that will be made by American 
investors. Canada is our neighbor, and the relationships thus far 
have been pretty good. But there are tensions at the moment, as 
you know, between the two countries. And nothing would have a 
more salutary effect than this practical matter of the mutual advan- 
tage to be gained from an international development of international 
waters. 

This committee should urge that arrangements be established with 
Canada to accomplish these ends. 
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Let me point out in passing why this so. I have in my possession 
a preliminary engineering report, what you would call a first survey 
of the British Columbia area. It shows that in four river basins 
there is a minimum of 12 million horsepower, a possible maximum of 
20 million horsepower. If the latter figure is used, that means about 
a fifth of the installed electric capacity of the United States lodged 
in that one locality, a locality almost unpopulated, a locality close to 
the boundaries of the United States, and the gigantic operations that 
‘an be installed there in the metallurgic and electrical fields could 
supply all the aluminum demand that this country and Canada and 
much of the world would need for many years to come, if you har- 
ness those wasting waters. They can be harnessed at a figure that will 
produce aluminum at the lowest present market cost. 

This will require years of thinking through and negotiating. No- 
body at this writing is doing anything about it. This is one of the 
keys to the solution of the long range—and when I talk about long 
range I am talking about 10 years or more—of the solution of the 
long- range aluminum metal supply needs of this Nation, Canada, and 
the world. 

I want to point out that we have an established industry that is a 
number of years old, starting shortly before the turn of the century. 
At first it moved very slowly, and it was in an infant stage up until 
World War II, and then it burgeoned. And after the last world war 
it is doubling again. And the end is not in sight, by any means. 
But for a good many of the older plants the TVA made possible the 
big expansion in the first place. Take the TVA as an example. The 
powerplant supplying aluminum reduction facilities in the TVA area 

can sell all of that power now at a higher return, much higher return, 
for higher value uses than the reduction of aluminum. And the in- 
dustry well knows that it is only a question of time when the contracts 
run out before these plants will close down 

Therefore, we have a substitution problem facing us in the United 
States of no mean proportions. Again you might call this long range. 
But I indicate in passing that long range is but a moment in this 
industry’s life. 

Now, how about new sources of raw materials and energy? I am 
not unmindful of the glamour of atomic-produced energy. But hav- 
ing in my shop a man who has studied the economics of this thing 
probably, as thoroughly as anybody—and I refer to Leland Olds, who 
is an enthusiast—I use him as my authority for the point that it will 
be many, many years, with vast improvements to take place in the 
meantime, before atomic energy will be low enough in cost to produce 
aluminum economically 

I call your attention, too, to the efforts that have been made to pro- 
duce substantial quantities of low-cost aluminum on electric energy 
fueled by gas and coal. And there are such plants. So far as I know, 
the costs have not been made public. But, for various reasons, sound 
reasons, the companies in question, in their dilemma, having no source 
of low-cost hydropower to go on, have gone to gas and coal. 

They are not saying that these are low-cost producers, that these 
are competitive producers as single plants for they amalgamate them 
with other units, and where they are integrated, the factor of cost is 
not as important as would be the case otherwise. But they have gone 
to these sources of fuel in an extremity, not from desire. 
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So, as far as I know, nothing has happened in the technology of 
this industry to give us any hope that immediately, in the foresee- 
able future, 2, 3, or 4 years, you can fire the potlines that make alu- 
minum in this country on such power competitively. I don’t rule it 
out, however. 

A short while back, for whatever reasons you can determine, for 
you have access to the data, the Government saw fit to close down its 
experiments in these fields of new fuels. I think these experiments— 
mine-head firing, and things of that kind—should be reopened and 
vigorously Teas to see what they will produce. This may be one 
of the ways out. If it doesn’t give us energy at low enough cost to 
compete with hydro, it will be energy badly needed for the economy 
as a whole. 

Mr. Arnotp. What department was in charge of these experiments / 

Mr, ANverson. The Bureau of Mines. 

Our need for a dependable supply of domestic bauxite is apparent. 
This is the raw material out of which aluminum is made. We need it 
in vast quantities. We import almost all that we use. Most of that 
which is of commercial grade which we do not import is found in the 
State of Arkansas. We should husband it. We may need it desper- 
ately in some future defense effort. But why should Arkansas be 
denied the right to develop a domestic industry? And that poses a 
dilemma. 

The crust of these United States carries alumina in clay, anortho- 
site, and other forms of earth in some quantity, in some degree of 
purity—too low grade to make it possible to use in competition with 
imported bauxite. 

‘here are processes that have been developed known to the industry 
to extract alumina from these various materials. We had during the 
war four such experimental plants, and they were all shut down—too 
abruptly, in my view—right after the war. One operated for some 
time, and the Bureau of teen experimented and produced alumina 
at. a plant in Laramie, Wyo. That plant is a combination of cement 
and alumina production. And in this combination there is some 
reason to believe that alumina can be produced commercially. 

The big question mark yet is whether these low-grade ores can pro- 
duce commercial alumina. The experimentation la be furthered, 
not stopped, 

Finally, I come to a very brief observation of the industry’s com- 
ponents and their particular interest. I tried, at page 24, in that little 
treatise of mine that you have, to describe the structure of the industry 
in six broad categories, and in the future prospects. 

Mr. Yares. When is the future? 

Mr. Anperson. The future in this case is whenever we have achieved 
more bulk uses, and in point of time, 10 or 15 years ahead would be that 
future, if we have bulle uses underpinned by a large amount of alu- 
minum coming from competitive sources which make it available at 
low cost. 

But let’s take a look at the figures on the groups today. You will 
hear much of the fact that most of the fourteen, seventeen, twenty 
thousand aluminum businesses—nobody knows how many there are, 
there has never been a good figure on it—they change day by day— 
when metal is available in these months they grow, when metal gets 
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scarce they close their doors—but you see that whatever the figure 
may be the: structure of the industry is as follows: 

Three primary producers, integrated producers, making also semi- 
fabs that are vitally necessary to other components of the industry— 
don’t let anybody underestimate the importance of the integrated Big 
Three in producing semifabs. It takes money to roll sheet, it takes 
money to put in other forms. oe do a great deal of that and sell a 
great deal in those forms, vital to the rest of the industry. They also 
provide several hundred businesses with vitally necessary metal in 
ingot, pig, bar form. 

They perform an absolutely essential function. And when you 
talk about splitting them up so that they are producers of primary 
metal only, if anybody should ask me the question whether in another 
third round you are going to get anybody to stay in the primary pro- 
duction field only when he can produce a fabricated product and 
double his take, I would just. say it is foolishness. You are not going 
to get that, unless you straityacketed: restraints around that. per- 
son. No domestic producer is going to produce primary aluminum 
only and distribute it in this country in the present economic situation. 

You will notice that there is a larger group that are base smelters. 
They require some virgin metal, because they needed sweetener. They 
are Important in the industry. There is a group that are mill-product 
manufacturers. They require these initial forms of sheet, rod, bar, 
that they move on into a higher, more complicated fabricated form. 

Then we come to a large number of foundries, casters, who use 
scrap secondary but also need some virgin. 

And finally, a large group of fabricators who make aluminum end 
products and shapes and who erect buildings and do a great many 
things of that sort. 

These people each have a particular concern about your hearings. 
And those particular concerns are sometimes in conflict, sometimes 
they are not. One thing all of them need, including the Big Three— 
and sometimes the Big Three become impatient with this kind of 
remark—they all need a strenuous competitive situation. The health 
of this industry depends upon that. One of its lacks heretofore has 
been enough competition at every level, particularly at the level of 
making of metal and distributing it. 

That, incidentally, is one of the things that a big foreign producer 
like Alcan, if it is a completely independent producer unattached in 
every way to anybody else, can offer, is vigorous competition in an 
expanding market. 

This matter of providing competition between the Big Three for the 
benefit of all others in the industry is one that, so far as I have 
listened over the years, I have never found an answer to. We didn’t 
get the answer when we helped establish the Big Three. We have 
a managed price situation, we have each one of the companies feeding 
out a percentage of metal—and by the way, they don’t feed out much— 
but what they do is vital to the rest of the industry, but they don’t feed 
out such a large percentage. Iran out the figures in 1948. IT haven’t 
run them out lately. But this will give you—and I am sure the thing 
hasn’t altered materially, the amount Alcoa then was sending directly 
to independents in form of metal 9 percent of its total production, or 
50,000 metric tons; Reynolds, 5 percent of its total production or 8,400 
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metric tons; Kaiser, 5 percent or 550 metric tons. And as an aside, I 
would urge you not to fall victim to a bit of statistical juggling when 
you hear figures on what these organizations are providing the inde- 
pendents today. The important thing to do is to stem onto their 
preexpansion distribution the distribution that has occurred as a re- 
sult of expansion and see how they look by comparison today with 
what they were doing when things were more normal. 

Mr. Yates. You mean in terms of percentage of their total output? 

Mr. Anperson. That is right. And also in terms of tonnage, but 
particularly in percentage output. 

Mr. Yares. I understand your figures correctly that in the case 
of Kaiser and Reynolds Metals the amount—as I remember, it was 5 
percent of the total production—that they retain 95 percent of their 
total production for their own uses ? 

Mr. Anperson. Yes. I would like to know what they are doing 
today. I would like to know what-they.are doing in the two categories. 
But how about the plant production that was in operation, in at 
duction, prior to the Government-induced expansion? Then how 
about the distribution under the present program ? 

Mr. Yates. Where did you get your figures ? 

Mr. Anverson. Well, these were published figures—the source for 
the moment escapes me, but they are Government sources. 

I think I have it. I think you will find them in the Celler hearings. 

Mr. Yates. The Celler hearings on monopoly power pertaining to 
aluminum ? 

Mr. Anverson. That is right. And I will get the exact reference. 

Mr. Yates. Can you furnish that for the record ? 

Mr. Anverson. Yes. I think it is very important to get that. 

Now, don’t misunderstand me. The 5 percent, resulting in 8,400 
metric tons, is a lot of metal, and it is very important to the independ- 
ents, they need this kind of metal. 

In addition they need the semifabs that this particular company 
distributes. And I don’t intend to weigh by comparison which is more 
important, but I simply say that both are important. 

Mr. Yates. Did you run any figures on the amount of semifabs that 
the companies put out ? 

Mr. Anverson. No. Mr. Chairman, when you get into this kind of 
detail, then-I go back to my earlier remark concerning statistics in the 
industry. Thisisa difficult field to get into. 

Mr. Foes. Who has the figures on the industry ? 

Mr. Anverson. Well, an aluminum association, a trade association, 
1as. 

Mr. Yates. You mentioned the aluminum association. Are there 
any Government agencies that have accurate figures on this? 

r. Anperson. During the time that ODM was in operation under 
Sam Anderson’s direction he collected carefully a body of statistics 
that were theretofore not available. I do not know, because I haven’t 
kept up, but my understanding is that that was not done after the 
operation was curtailed and brought down to its present size. 

The Bureau of Mines gets some overall figures and publishes its 
monthlies and annuals. Other than that the figures would be largely 
derived figures. There would be the census of manufacturer periodi- 
cally. This matter of statistics is vitally important and basic to any 
of your discussion. " 
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Finally, let me point out something that has always concerned me 
about the periodic interests of the administration on the one hand, 
and particularly the Congress ‘on the other, in these continuing 
problems. 

As the previous witness summarized, we aredealing with as vital an 
industry as this country has. Anyway you judge this industry, de- 
spite its relatively small size in comparison with stéel, this indust 
is rapidly assuming a place of bulk importance. Its employment will 
be in the millions in a short period of time. It isa widespread industry. 

Here is a main-street industry. This industry grows like Topsy. 
This industry in your State has several secindire people working 
aluminum as businesses. 

If I understand correctly, both of you men come from Illinois. 

Mr. Yates. From Chicago. 

Mr. Anperson. Chicago. All right. In the Chicago area, gentle- 
men, there is a desperate need for a major institution, another sheet- 
rolling mill. If you had a new sheet-rolling mill in that area you 
would see aluminum fabrication grow by leaps and bounds. This 
industry waits upon such developments. These are economically 
sound things that I am talking about, these are profit-making things. 
I know a man not many miles away from where you men come from 
who today, if he could get the metal, could start a sheet-rolling mill. 
And a sheet-rolling mill is a strategically important factor in this 
industry. There are a half a dozen similarly situated men over the 
country. A sheet-rolling mill is not any little industry, that is a 
multimillion dollar installation. It in turn seatters out products so 
that other people can profit by it. 

So on the strict terms of the full employment and the full use of 
our national resources, this industry is of vital importance. Its de- 
fense importance cannot be overrated or overstated. It requires not 
only the stockpile that I have been talking about and its proper man- 
agement, but it requires a healthy, going, small-business enterprise. 
These little people have been responsible in no small degree for the 
new innovations, the inventions, which have made aluminum the 
magic industry that it is. 

This industry is a seedbed of many other things to come, it is vitally 
important for the future. 

I suggest, then, the problem that confronts me in summary is the 
one that disturbs me most. That is that you will take 2 weeks’ interest 
in this, and you will be so busy that you will render a report. The 
followup, unless you are a miracle committe—and I speak as an old 
hand with committees—the followup will be slight. 

The industry will go its own way, and the administration will do 
likewise, and a year from now we will repeat the same performance we 
are going through today. I urge that we avoid what we have done 
so many times in the past, to our common sorrow and our great loss, 
I urge that some device be established—again I hark back to this 
notion of a commission, I don’t know of a better way—some device be 
established for a continuing responsibility so that we can get con- 
tinued pressure in this industry, and so that the outcome can be 
beneficial, not only to these component parts of the industry, but to 
the whole Nation, for this is a magic industry, the light metals. 

I hope when Alcoa comes before you they bring you the first piece 
of metal that was ever produced in this country, so you can handle 
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it, have somebody show you how it came out of the mind of a man 
accompanied by a great deal of luck and a lot of hard work. 

That beginning is by no means at its end. You can do a great 
deal. If I could take you through a smelter and then on through 
a fabricating plant, and show you what this industry can do, you would 
understand my enthusiasm for it. 

When you brush your teeth next time, when you use a tube of alu- 
minum, just see how it handles. That thing was extruded and shot 
out and cut off and shaped-—nothing to it. 

This industry is the kind of an industry; that can open doors that 
you have never had on good living in the future. 

And so I urge the committee to use its good offices and great power 
to bring more sense into it with respect to meeting the acute short- 
age of the moment and the continuing shortages that will beset this 
industry. 

Mr. Yarrs. Thank you, Mr. Anderson. 

I would like to ask you this question. You envisage a tremendous 
expansion of this industry. Haw do you think it will happen, by 
private capital, Government help, or how? 

Mr. Anperson. I think a combination of the two, I think what 
should happen—I think what is going to happen, no matter what 
anybody says, the Canadian enterprise at Kitimat will reach full 
bloom. It is in a good business situation, nothing can retard it, it 
will go forward. I think right behind it is the project at Taiya. 
And my guess is—and it can be called to account, if we live long 
enough—my guess is that within 5 years Taiya will see ground 
broken. ; 

Mr. Yarrs. Do you see no further expansion of the industry in the 
United States, possibly because of power shortage ? 

Mr. Anperson. Power shortage only prevents it. If this Govern- 
ment would rationalize its power needs and get on with the job of new 
starts—and this Congress is entirely responsible, this Congress has not 
seen fit to make a new start so far as I know of, of any consequence in 
2 years—you have to have starts ahead of the need, because there is a 
lead factor involved. If this Government decides that there will be 
no new starts, I doubt seriously whether the private-utility industry 
will make the big dam installations required, principally in the Pa- 
cific Northwest, and sell the metal at a rate—because it will cost them 
more to produce—sell the metal at a rate which will make it feasible in 
competition to Taiya, British Columbia, and other waters, to produce 
aluminum. 

So that if you want aluminum produced in the United States, given 
the present technologies, you have to see to an expansion of hydro- 
electric facilities in the United States. 

Mr. Yates. And this can only take place really out in the North- 
west, can it? 

Mr. Anverson. The Northwest primarily. I don’t know what the 
St. Lawrence will produce, yet. You will notice, and it should be 
brought into these Mbdxltias: that one of the first requests, once the 
St. Lawrence was agreed to, Alcoa requested a long-term power 
contract of St. Lawrence power. Now, that is low-cost power. And 
that is a hydro installation, with a lot of Government subsidy in it. 
And perfectly frankly, hardly any of this industry can be built or 
continued without one form or another of Government subsidy. 
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Mr. Yares. On page 4 of your statement the following sentence 
appears: 

The independents assumed that the contracts assured them a third of the 
total production of the Government-induced expansion, a third going to the 
defense stockpile, and a third being consumed directly by the Big Three in 
their fabricating facilities. 

What was the basis of that assumption? Was there any validity 
toit? Dothey have any right to such an assumption ? 

Mr. Anperson. No, because as you know, contracts under the ex- 
pansion program required that up to two-thirds of the output be made 
available to the Government. 

Mr. Yates. Where do the independents assume that they will get 
one-third of it? 

Mr. Anperson. This two-thirds idea made them assume that the 
other third would be held for the use of the producing company, 
two-thirds in-Gevernment”account—they were led ‘to believe that the 
take for the stockpile would be about half of that amount going to the 
Government. 

Now, figures have never been available on this, for one obvious 
reason, stockpile figures are not public figures. But generally speak- 
ing I think it is fair to say that when you ask men in the industry 
they will say, “We thought we were getting about a third of the 
expansion.” Some of them will be more precise than that. 

Mr. Yares. Mr. Sheehan. 

Mr. Sueewan. Mr. Anderson, I conclude from your remarks—and 
I just want to see whether I am concluding correctly—that you think, 
first of all, that this stockpiling program has hada very sad effect 
on the independent fabricators and the independent producers. 

Mr. Anperson. Right. 

Mr. SueeHan. You also state that the Government interference 
with the program has also been a part of the factor in making the 
program unworkable. 

Mr. Anperson. Decidedly. 

Mr. Sueenan. If the Government has been the cause of all of that 
up to now, I can’t see how any commission is going to remedy the 
situation. 

Mr. Anperson. Well, I think we are in one of those stages where 
you have got to go a little further with this particular patient in order 
to have a chance of making him well. I don’t think you should back 
away from this responsibility. The Government undertook this 
responsibility, it organized the stockpile approach. 

Mr. Sueenan. And then messed it up. 

Mr. Anperson. Well, if we had had a war it would have looked 
like a good prophet, like Stuart Symington said. He said a million 
tons, and we desperately needed it. We have good hindsight now, so 
I wouldn’t blame too many people and too many branches of Govern- 
ment, the Congress included, because the Congress was the one that 
said, “We have got time to do this thing, let’s take a look at it next 
year. 

So we are all involved. I don’t say, Mr. Sheehan, that we will solve 
this problem by providing another study commission. At one time 
I advocated in that little book an aluminum czar, and Sam Anderson 


was named that finally. And things improved greatly, there is no 
question about it. 
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I would urge thaf another need is the development in the adminis- 
trative branch of a competent civil-service group dealing with this 
problem. Now, you, yourself, mentioned this this morning—no, 
the first witness mentioned this thing, he used the words, “No Ameri- 
can can serve two masters,” the first one. It is the most natural 
thing in the world, if you were administering, as Arthur Flemming is, 
if you were administering this program you would look the industry 
over and find a competent man, and you would bring him in. And if 
you were wise you would bring him in and pay him on Government 
account and not let him have any connection with industry. And that 
is — what he has done. That is the way competency is devel- 
oped. 

PBut that is a continuing problem of the Government. That is why 
we can’t let go of it. And I would urge that you see established in 
the administrative branch a civil-service staff competent over a 
period of time to deal adequately with this industry, and with no other 
stake in it. So I would go in deeper at that point. 

Mr. SueenHan. Except that I might say, my own conclusions on 
a service as we have seen it, I don’t share your enthusiasm too 
much. 

Mr. Anperson. Well, I have been an administrator down in the 
Government end—I don’t have the enthusiasm that you think I do. 
I just say there is no better way. 

And I am not decrying the civil service. There are excellent civil 
servants. And I wouldn’t have it otherwise, I am sure. 

I have been in both legislative and administrative posts. I would 
never go spoils system even up to the top administrators in a deal 
like this. 

Mr. SHeenHan. I might say, Mr. Anderson, that your enthusiasm 
for the aluminum industry is so great that I think Mr. Yates ought 
to leave the law business and I the food business and get in the alum- 
inum business. 

Mr. Yates. I think he has given us a most enthusiatic and inter- 
esting picture. In my years in Congress I have never heard a wit- 
ness go overboard for any particular industry the way you have the 
light metals—I assume this is limited to aluminum; is there anything 
else ? 

Mr. A'Ndfkson. Well, I like magnesium, too. But magnesium you 
haven’t even touched on, and probably won’t. 

Mr. Yates. Is this a part of the same picture? 

Mr. Anperson. No; magnesium is so tightly held that you had 
better ask 1 or 2 to come in. If you would get the Dow Chemical 
Co. to come in and explain the situation in the magnesium industry 
you would unfold another entrancing picture. Magnesium is probably 
25 years behind aluminum. But when your son comes back to the 
Congress 25 years from now he will deal with it. 

Mr. Yates. That is a fate worse than death. 

Mr. Arnold? 

Mr. Arnoip. No questions. 

Mr. Yares. If there are no further questions, I want to thank you 
on behalf of the committee for a very valuable and a very interesting 
statement, and I am sure that we have all benefited a great deal from 
it. 
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(The prepared statement of Mr. Anderson is as follows :) 
STATEMENT OF DEWEY ANDERSON, DIRECTOR, PUBLIC AFFAIRS INSTITUTE 


THE ALUMINUM SHORTAGE 
Why these hearings? 

It is my understanding that these hearings have been called because of com- 
plaints made to the committee by aluminum fabricators who have been adversely 
affected by the current aluminum shortage. They believe that in the recently 
announced deferral of 150 million pounds of metal for the stockpile the Govern- 
ment has a responsibility to insure its distribution among users in such a manner 
as will best serve the national interest. That so far as can be determined at 
this writing the method used in the distribution of this metal has not been made 
known. 

Because in effect this is “Government metal,” its distribution should be fair 
to everyone concerned. It should be distributed so as to insure the utmost 
stability and growth in an industry whose present plight is in no small degree 
caused by the Government itself. For the current shortage is the result of the 
Government’s establishment of the defense stockpile and expanding the use of 
aluminum for a wide variety of defense items. 

A first responsibility, therefore, is to get the facts and shape a directive for 
administrative action to distribute the 150 million pounds of metal now avail- 
able—metal which otherwise would go into the defense stockpile during the first 
half of this calendar year. 

But there is a second objective of these hearings, inseparable from the first 
in my view. That is the inescapable responsibility of the Federal Government 
to face up to the necessity now of insuring the raw material needs for the fore- 
seeable future both of national defense and of a stable, growing industry which 
is just now entering its great period of civilian expansion. Unfortunately this 
expansion is occurring at the same time as the Government faces a continuing 
need for vast amounts of aluminum for defense purposes. 

The right solution of the distribution problem now confronting this committee 
is only the immediate decision to be made. Tomorrow there follows the need to 
determine what is to be done for the two quarters after next June 30, 6 months 
in which the shortage problem is likely to become even more aggravated than it 
has been during these past 6 months. 

The nature of the aluminum industry is such that it is impossible to increase 
the supply of metal substantially without a great deal of time-consuming forward 
planning, both on the part of private industry and the Government. For even 
after all the kinks are taken out and the plans are blueprinted, it takes 2 years 
or more to get production of metal. For the making of aluminum requires large 
amounts of capital investment, years of planning and construction of plants, and 
the fitting together of mining and processing of raw materials largely obtained 
from foreign countries, a specialized transportation system, and substantial 
amounts of low-cost electric energy. 

Since that period of the infancy of the aluminum industry prior to World War 
II, no substantial increase in domestic productive capacity has occurred without 
the inducement coming from the Government. In World War II, the Govern- 
ment invested some $739 millions of taxpayers’ money in plants that doubled 
the capacity of the alminum industry. But despite the unexpected good times 
following the war, because of the uneconomic character of many of the war-built 
plants, aluminum production fell off almost a fourth by 1950. Then, another 
defense crisis confronted us, and a new Government aluminum program was 
launched. 


How the Government has faced its responsibility 


Aluminum is strategic in defense. It makes fighter and transport planes pos- 
sible. It is needed in the making of atomic weapons. It makes air, land, and 
sea forces faster, their striking power greater, their carrying capacity larger, 
their range wider, their maneuverability more flexible, their chances of saving 
lives through the shortening of the time of deadly conflicts and the defense of 
civilians much greater than was ever possible through the use of traditional 
war materials which aluminum replaces. 

Small wonder, then, that the Government was dismayed to learn that the 
adequate aluminum plant which it had built for World War II purposes was 
partially dismantled, and that the civilian demands for the metal had so expanded 
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that any procurement for increased defense uses, and for stockpiling purposes, 
would disrupt the industry. Stuart Symington, then heard of the National 
Security Resources Board, announced in October 1950, a defense “target” of a 
million tons (2 billion pounds) additional aluminum capacity to meet the defense 
needs of the Nation. { 

As I have written in my 1951 study Aluminum for Defense and Prosperity : 

“Symington’s target still stands. * * * Yet it was only natural that the three 
private producers of aluminum, Alcoa, Reynolds, and Kaiser should be greatly 
concerned over this propesal of the Government to more than double the alumi- 
num making capacity of the country. It raised important questions. Who 
would own and operate the new plants; what effect would there be on private 
investments in the industry, etc. 

“If war oceurred, that would probably justify Symington’s expansion target. 

sut what if no war happened and we built up such capacity; would it not be 
overbuilt in terms of civilian demand? The Big Three had only to look back to 
a business recession that for some months in 1948—49 piled up metal and caused 
costly shutdowns of plants to shudder at the prospect facing them of doubling 
the capacity to produce aluminum in completely modern plants built at some 
considerable Government subsidy. 

* * * “The conservative view prevailed, however. The target remained, but 
it was phased. * * * The first phase, of half a million tons was to go forward. 
The second phase was to await developments on the world front. 

“Instead of the Government building and operating plants directly, * * * the 
plan this time was to induce private companies to expand and new companies to 
come in. The inducements took the form of (1) accelerated amortization so 
that the plants could be paid off in considerable part through tax relief; (2) 
firm long-term guaranties to purchase metal; (3) guaranteeing of leans required 
for expansion because it was apparent that this sudden great increase in alumi- 
num capacity made private financing difficult, and (4) assistance and priorities 
in securing needed construction materials.” 

As finally worked out, the Government established a dual poliey respecting 
the new defense-built plants. It was apparent that if the Government was to 
grant such special inducements to prospective makers of metal, in turn these 
companies might be expected to insure a proportion of their output being placed 
at the disposal of the small and independent businesses which were completely 
dependent on these large aluminum makers for their raw material. 

The independents assumed that the contracts assured them a third of the 
total production of the Government-induced expansion, a third going to the 
defense stockpile, and a third being consumed directly by the Big Three in their 
fabricating facilities. The contracts under which these arrangements were to be 
effected have been subjected to various interpretations, and the actual distribu- 
tion of the production from these new facilities might well be studied by this 
committee to ascertain what the real meaning and accomplishment has been of 
these guaranteed purchase contracts. 

In this connection I have read a letter sent April 1, 1955, to Arthur S. Flemming, 
Director of the Office of Defense Mobilization, by Senator James E. Murray of 
Montana, .whieh presents certain data bearing on the production and distribu- 
tion of metal from these new facilities, and raises certain questions that need 
answering if we are to obtain a clear picture of what has taken place. The 
letter is available to the committee as Senator Murray has caused it to be placed 
in the Congressional Record of May 3, 1955. 

While the new defense program got started rather slowly it developed that 
no new producers would qualify. The first phase was allotted to the Big Three; 
a second round was called for and for a time it appeared that a newcomer, 
Harvey, would get underway but the going got teo rough and his allocation 
was taken over by Anaconda in Montana, whose new plant is scheduled to pro- 
duce metal this summer. So, no new major competition was infused into the 
industry by the Government-induced expansion effort, and only one new producer 
appeared, who was motivated by his need for the metal as a part of his giant 
copper operations. 

It was apparent by the spring of 1952 that the expansion program was not 
going to reach the Symington target. Samuel Anderson, then in charge of the 
program for the Defense Production Administration, and later a distinguished 
Assistant Secretary of Commerce, valiantly tried to get the Government and 


the Congress to face up to the need of more aluminum both for defense and 
the expanding civilian economy. 
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To that end he proposed in April 1952 an expansion program which would 
add another 140,000 tons capacity within the United States to come if possible 
from new producers, and a commitment from the Aluminum Company of Canada. 
This latter was to take the form of a firm offer on the part of the Canadian 
company to ship us not less than 300,000 tons of aluminum a year for the 5 
years 1955-59, provided that if for any reason this metal could not be disposed 
of to American users the Government would be obligated to purchase up to not 
over half the total amount at the then current price. 

Mr. Anderson’s attempt to establish this program was opposed in the Congress 
by a majority of the Joint Committee on Defense Production, which issued a 
progress report No. 20 on June 30, 1952, that questioned “whether the Alcan 
contract could ever be of any real benefit to us, and it is certain that it would 
be of little, if any, during the years 1952-54 which are the crucial ones with 
respect to the defense program. It is therefore desirable that the United States 
wait to see how the situation develops and should it prove necessary next year 
encourage the building of domestic plants” (p. 15). 

The congressional report just referred to aroused opposition in some important 
quarters. Congressman Emanuel Celler, chairman of the Judiciary Committee 
of the House of Representatives, whose committee had conducted prolonged 
hearings on the subject of aluminum for defense and civilian uses early in 1951, 
published an analysis of the report in a document titled ‘““‘The Aluminum Pro- 
gram.” He summarized, “If these conclusions (of the joint committee) are 
allowed to stand, if they are taken as a statement of policy to be followed by the 
defense agencies of this Government, it is my deep conviction that we will not 
have sufficient aluminum for full defense in time and provided under such condi- 
tions as will increase the area of healthy competition in the industry” (p. 4). 

Well, the conclusions were allowed to stand, and the results are to unfold before 
this committee during its hearings on acutely felt shortages of aluminum, just 
3 short years thereafter. 


Is the shortage of metal real—Witll it continue? 


The aluminum industry is subject to the ups and downs characteristic of busi- 
ness generally, which means that while it has its own particular internal struc- 
ture and relationships to the market, nonetheless, the prosperity and recession 
which manifest themselves in the general economy determine in large measure 
the demand for aluminum and its products. Thus, during the early part of 1954 
a combination of circumstances resulted in less demand for metal than was 
currently produced, and it was at this time that wary businessmen drew down 
on their inventories, while major producers, needing cash, sold more than usual 
to the defense stockpile. This was a contributing factor helping to create the 
present shortage. 

Even as late as 2 months ago, a major producer was avowing that the shortage 
really didn’t exist, that the real demand of his customers could be taken care of. 
The assumption behind this was that real demand is the genuine need for metal, 
rather than speculative or inventory buying. 

Looking at the recent past, primary domestic production for the 9 months 
ending last January dipped below 250 million pounds in only 3 months, with 
January hitting an all-time high of 256 million pounds. Scrap recovery added 
50 million, and imports another 40 million—a total of 340 million pounds on the 
average. Yet despite the all-time high production of 2.9 billion pounds of 
primary aluminum last year, the amount of primary used exceeded production 
in each of the last 5 months of 1954 by from a low of 5 percent to a high of 17 
percent. 

No one has the figures to show how much of this metal went into real demand, 
or how much went into inventories. But if this last half year trend continues, 
and even if we take the lowest figure of excess of use over production of 5 percent, 
the stocks of primary aluminum at reduction plants will be completely wiped 
out within a few months, and deliveries will be on a current production basis 
entirely. That is a hand-to-mouth condition that spells turmoil and hardship 
in an industry of the size and complexity of the aluminum industry. 

Arthur S. Flemming, Director of the Office of Defense Mobilization, has written 
the Committee on Ways and Means of the House of Representatives on April 14, 
1955, on this subject, as follows: 

“As you know, the national defense demand for aluminum, including the 
requirements of the stockpile, is very high. Largely because of that fact it is 
expected that aluminum supply over the next several years will be short of 
demand.” 
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In the following table are presented the figures from the Bureau of Mines on 
aluminum available for United States users in recent years: 


TasLe I.—Eestimate of total United States use 
[Short tons] 


United States) United States| United States 
production | production | net import Total 
of primary | ofsecondary | of primary 


ee kt kis ee) er) See 1 571, 750 1 344, 837 2 —46, 964 869, 623 
TSR AT IR IF TS Ge aT . 3 286, 777 2 40, 041 950, 274 
ici 4 cabicisethic $asicerteh dbbkinds cdenmenddile Sb 3 603, 462 3 180, 762 4 46, 245 830, 469 
Oe ee aaa ook ee ee alae. Meee 5 718, 622 5 243, 666 4 165, 297 1, 127, 585 
os ee eet ALS ARNT eas ae 2 Eee 5 836, 881 § 292, 608 4128, 468 1, 257, 977 
) ERE Sa a Pe ee SE oe 5 937, 330 § 304, 522 4134, 153 1, 376, 005 
IS ci. ith ah inh inlphciadel nce Babiereeaae bin se § 1, 252,013 4 368, 566 4 322, 086 1, 942, 665 
TS AL IP NE st Te TO GE. te EME AD et rain Oly! AA SE 8 1, 985, 000 


1 Bureau of Mines printed report, Aluminum 1950, p. 1. 

2 Bureau of Mines printed report, Aluminum 1950, p. : 

3 Bureau of Mines printed report, Aluminum 1952, p. 1 

4 Bureau of Mines mimeographed report, Aluminum 1953 a8, p. 3. 
5 Bureau of Mines mimeographed report, 1953 (pre reliminary), p. 1. 

6 Bureau of Mines preliminary from Bureau of Mines, May 155. 


This set of figures has the value of showing the metal available for our use. 
Reading vertically, you will note that once the defense effort got underway total 
metal used increased, with a notable rise in 1953. While much of this expansion 
is induced by Government defense and stockpile needs, it must be remembered 
that this period represents a generally prosperous economic era. 

I have made a projection of several factors which are at work in the economy 
in an effort to ascertain what the prospective aluminum situation is likely to be. 
This took into account the changes assumed for the future in gross national 
product based on 1953 dollars and the index of industrial production. It appears 
that by 1960 aluminum shipments should rise from the 1954 level of 1,349,000 
tons—this is net shipments of producers of aluminum and includes some amount 
of defense end uses—to a probable 2,221,000 tons. This gain of 872,000 tons of 
metal in the next 5 years sets some significant directions to our thinking, for it 
says that strictly in terms of present patterns of usage, as reflected by the meas- 
ures of economic progress—gross national product and the index of industrial 
production—we can expect to see the amount of aluminum used increase sharply. 

What about expansion prospects in the industry during these next several 
years? I am not privy to the precise plans of the several companies, but common 
knowledge in the industry offers no indication that any such total expansion of 
tonnage is either in sight or on any drafting boards. That unless drastic changes 
occur in the making of aluminum there is no such supply of low-cost electricity 
yet to be made available within the United States to produce anything like this 
tonnage of metal. For, as is commonly known, aluminum is in considerable meas- 
ure stored éléctricity, it taking about 10 kilowatt-hours for every pound of metal 
produced. 

This statistical measure may well fall far short of the aluminum actually 
required during the next 5 years if the stockpile take continues for new bulk 
uses of the metal are only now coming into being. I cite, in passing, housing, 
roads and bridges, airfields, containers and packaging, wire and fencing, irriga- 
tion systems, electrical appliances—and possibly a drastic redesigning of the 
automobile, which could revolutionize the demand for aluminum during the next 
several years. But the pressure now being exerted on our supply is the defense 
stockpile, to which I now turn my attention. 


Why the stockpile ; what is it ; how is it managed ; what are its effects? 


In discussing the aluminum question away back in April 1952, the man in 
charge of the aluminum defense program hazarded some guesses concerning the 
need for aluminum for war purposes should such an unhappy circumstance strike 
us again. He presumed that we would need for war and bare essential civilian 
uses between 2 million ad 2,500,000 tons of aluminum a year. That such a demand 
might not be felt for a year or so after the war got underway. But this gives us 
some indication of the forward planning it would be desirable to have done to 
meet such a catastrophe. Even with all our present expanded capacity, we do 
not have the ability to meet this level. 
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But back in 1952 we not only had considerably less capacity to produce metal 
than today, we likewise had no stockpile of metal for defense use. Then it was 
thought that through some expansion in capacity and because of the expectation 
that the then existing production might exceed demand for civilian use for a 
while, we could accumulate a defense stockpile without unduly hampering the 
stability and growth of the civilian industry. . 

It is important to understand the nature of a stockpile of aluminum. Alumi- 
num represents stored electricity. In case of war one of the most serious bottle- 
necks in its successful prosecution becomes a shortage of electric energy. So 
any accumulation of kilowatts in the form of nondeteriorating aluminum in the 
stockpile is just so much to our advantage. Also because of our dependence on 
foreign countries for most of the bauxite from which aluminum is made, stock- 
piling it in peacetime means that no matter if the sea lanes are clogged, the first 
essential military items made of aluminum can come off the assembly line. 
Another principal reason advanced for the accumulation of a stockpile is that 
by so doing great dislocation in the civilian aluminum industry can be avoided 
and a transition period provided during which adjustment can be made. 

For all these reasons, once it was established that we must be prepared for any 
unforeseen aggression, the entire aluminum industry agreed that the Govern- 
ment should have a stockpile of metal. The disputes then arose as to the method 
of obtaining the metal, how big the stockpile should be, how it should be managed 
and for how long would the Government take metal into the stockpile. These 
questions are still unanswered. Consequently, the stockpile hangs like an 
ominous cloud over the aluminum industry. 

At this time, when because the entire economy is expanding rapidly, and 
because of new uses aluminum products are in such demand, with several thou- 
sand independent fabricators and end-product makers anxious to grow with the 
country, the stockpile prevents their growth. This is not true of any other 
major industry in the Nation. 

In my judgment, had different policies been adopted 3 years ago when offered 
by the Defense Production Administration, there would have been metal availa- 
ble, both for stockpiling purposes and for normal growth in the civilian part of 
the industry. I point this out not to ery over spilt milk, nor to seek any culprit 
guilty of such costly bad judgment, but because we now stand at the threshold 
of the future. Unless we answer the yet unanswered original questions and make 
certain that the stockpile will be properly managed now, it can continue to do 
much harm to the industry. 

For, without seeking to invade any defense secrets, I am certain that there 
is a very large amount of metal in the stockpile already, and it is being accumu- 
lated at a substantial tonnage every quarter. It would not surprise me if the 
stockpile take had an impact that would be represented by some such figure as a 
fourth or more of the total tonnage currently being produced. When the alum- 
inum defense chief speculated on the subject of an adequate stockpile back in 
1952, he talked in terms of about a 2-year emergency amount of aluminum for 
certain uses, or some 2144 million tons of metal. I hazard the guess that we have 
not as yet reached that goal by a considerable amount, and that if this still 
remains an approximate goal we are scheduled to face the problem of Govern- 
ment accumulation of aluminum for several years to come. 

But the stockpile must not be regarded as a Government-operated commodity 
bank, as is apt to be the case if continued pressure exterted on the Government 
is successful in causing deferrals of the stockpile take if and when shortages 
of supply become acute in the civilian sector of the economy. For if this hap- 
pens repeatedly it will not be long before the Government will become a buffer 
in the industry, and along with such a role will come some type of controls over 
the actions of the industry which will have to be established to insure fair treat- 
ment for everybody concerned. Such controls in peacetime are abhorrent to 
every free enterpriser. 

It may be timely to reconsider at the topmost level the size and rate of accumu- 
lation of the aluminum stockpile as the world political situation is reconsidered. 
For much has happened since the stockpile was started. It could be that a 
longer period of time would be safe, and that a lesser amount of metal could be 
taken regularly by the Government, thereby allowing a larger amount to enter 
the civilian economy. Such a decision, if possible and proper, is far preferable 
to the spasmodic, emergency treatment the industry is undergoing now. But 
should this happen, the obligation rests on the Gevernment to insure the right 
policies of distribution and a proper policing of these policies. 
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Stockpile-management policies must also include an orderly method of cutting 
back the Government take. For to dump on the market in any abrupt manner any 
such large quantity of metal as the Government is now buying for defense stock- 
piling would be alarming. While this is not an immediate prospect, nonetheless, 
the principles must be worked out long in advance and be widely understood in 
the industry. 

One of the reasons for the current and continuing shortage of metal, given 
a prosperous and growing economy, is that we failed to expand our production 
facilities as at first projected. No “third round” ever took place. Except for 
the Canadian expansion at Kitimat in British Columbia, no large expansion is 
projected by the American producers for the near future. 

American producers recognize the need for more capacity during the next 
decade, and some among them have plans to meet it. But to accomplish this, 
Government action is necessary. Thus, for example, Alcoa has a most atractive 
low-cost power site at Taiya in Alaska. If the Government would bestir itself 
to negotiate with our sister nation, Canada, to allow the use of international 
waters now going to waste in their runoff to the sea, I feel sure that Alcoa would 
be much farther along with concrete plans for this major installation. Or, if the 
Government would really undertake the full development of the Columbia Basin’s 
hydroelectric potential, and only the Government can do so, a number of com- 
panies stand ready and eager to make installations for the production of 
aluminum. 

What I am seeking to establish is that the aluminum industry cannot by itself 
expand to meet both the defense and civilian needs of the Nation, and that our 
failure to establish certain policies, which can quite properly be based on our 
need for defense stockpile metal, is contributing to the present shortage and 
will be a major factor in the future larger shortage that confronts us. 


Action needed now 


I urge upon this committee that consideration be given to the several major 
problems bound up in the foregoing. That this committee undertake the solu- 
tion of those which properly fall within its jurisdiction, and devise some appro- 
priate plan of bringing other equally important problems to the attention of the 
proper legislative committees. In this connection, may I suggest the following 
for your consideration: 

(a) Stockpile problems.—1. Regarding the 150 million pounds deferred from 
the stockpile for the first 6 months of this year, the administration should be 
required to develop a plan of distribution and accounting now. As this is Govern- 
ment metal, it should be released to the several hundred independent users accord- 
ing not only to historical patterns of use but also having in mind growth needs. 
Distress cases should receive special treatment. 

2. A similar procedure should be used for any other deferrals which may 
follow. In fact, the administration should proceed now to make a determination 
of the need for such deferral during the third and fourth quarters of this year, 
and take steps to announce its decision as soon as possible, for delays are costly 
to the industry which is in such need of metal. 

3. Instead ef going from one deferral to the next, the administration should 
ascertain whether the current shortage is momentary, what its duration is likely 
to be, what new sources of supply are to be expected, and how these may be made 
available to the American users, with first consideration being given the inde- 
pendent, nonintegrated firms. With the facts of this study in hand, the adminis- 
tration should determine on a course of action. If world circumstances warrant, 
and the present condition of the stockpile encourages it, the administration 
should’ revamp its policy, lowering the current take and stretching out the 
duration of the accumulation, with the view to establishing a more stable condi- 
tion in the industry. 

(b) Continuing supply problems.—1. If, as projected above, even a conserva- 
tive estimate places our need for more metal in the next 5 years as roughly 
800,000 tons, and by 1965 probably nearly 1,500,000 tons more than we had in 
1954 (granted the continuance of present uses), then, because of the time lead 
required to produce metal, and because of the Government’s shared responsi- 
bility for any forward planning, it is vitally important that the Congress ex- 
amine this issue carefully now. For aluminum is a first-defense material, and 
defense is a continuing and chief concern of the Government. Aluminum, in 
abundance, is essential to the stability and growth of the vital light-metals in- 
dustry, and full employment and full use of our economic resources are a first 
responsibility of this Government. A large supply of metal, at low cost, coming 
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from competitive sources, is essential to the soundness and growth of free com- 
petitive enterprise and creating the conditions which make this possible is a 
continuing responsibility of the Government. Independent small business does 
not, and can not, make the raw materials needed in the aluminum industry ; they 
are dependent primarily on the Big Three integrated producers for raw material, 
with whose shapes and end-products they must compete; and stringency in 
supply places them in an indefensible position, for they are to some considerable 
extent “captive” enterprises. Aluminum requires large amounts of low-cost 
electric energy; for the foreseeable future this means hydroelectric energy; and 
production of large quantities of this energy means Government participation. 
Recommended here is a Government-sponsored commission on light metals needs 
and supply, consisting of a proper balance of the Government, public and private 
interests directly concerned, to investigate and report within a reasonable pe- 
riod of time. This is offered instead of any hasty or ill-considered “third round” 
proposals of the administrative branch of the Government. Placing a time limit 
on this Commission’s activity will insure a report in time for action to be 
taken. 

(c) Foreign sources and international policies ——The main foreign source of 
aluminum is Alcan, our Canadian neighbor. That company expects to ship 225,- 
000 tons of metal to United States customers this year, some 15 percent more 
than last year. Most of it will go under long-term purchase contracts to Alcoa 
and Kaiser; some 110,000 tons, or nearly half of current production, will reach 
independent users in this country. It is expected that in 1956, because of ex- 
pansion now underway, the amount of metal reaching this country will be con- 
siderably larger. The present 91,500 tons coming from the new British Columbia 
project at Kitimat is being expanded by some 240,000 tons. 

Alcan is a vital source of low-cost metal for our users, coming as it does from 
a company which does not compete in end-products with those whom it sup- 
plies with metal, and being in the enviable position, due to low-cost energy, to 
be able to supply metal at relatively low production costs. It is to be hoped that 
these advantages will result in lower cost metal for American users, both in the 
direct charges of Alcan and in the competition thus given American producers. 
In this connection the tariff of 1144 cents per pound should be examined as to its 
possible long-run effects. 

We are at a point in experience when this Government must seek the active 
cooperation of Canada in the development and use of our combined hydroelectric 
potential, in order to reap the benefits from the production of a vast untapped 
resource of fall, and wasting, water. Much of this water courses through both 
our land and theirs. An engineering summary in my possession indicates that 
there are a minimum of 12 million horsepower, a possible maximum of 20 mil- 
lion horsepower of low-cost hydro in four sites in British Columbia alone. Add 
to this the very considerable yet undeveloped hydro potential of the Columbia 
River Basin, both in British Columbia and the United States; and then finally 
the substantial amount of such low-cost energy yet to be developed in Alaska, 
and you have the makings of a tremendously increased low-cost aluminum 
industry. 

It is by no means sure that existing aluminum-reduction plants in the United 
States can continue to get sufficient power at economic rates to insure produc- 
tion during the next 10 years or thereafter. Aluminum-reduction plants have 
shut down permanently before, and as other higher-cost applicants appear, 
power companies find them more attractive than aluminum-reduction com- 
panies. Because of the increased industrialization and population growth of 
the Nation, this process can be expected to speed up. So, a considerable part 
of the existing plant producing aluminum may have to be shifted elsewhere or 
shut down for good. 

This committee could very well consider taking such action as will stimulate 
the proper departments of this Government to undertake such international 
arrangements as will advance the common purpose of both nations to use and 
conserve these vast energy resources. 

(d) New sources of raw materials and energy.—In the foregoing, I am not 
unmindful of possible new sources of raw materials and energy. within the 
United States. Some advances have already been made that encourage the 
industry to use fuels to generate electric energy for the reduction of aluminum. 
Several producers are now making substantial amounts of metal from gas- and 
coal-generated electricity. But it is extremely doubtful whether this is as yet 
a feasible substitute for hydrodevelopment, nor that any new technologies are 
imminent to make it so. Nonetheless, the Government’s failure to continue 
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exploration of this whole area is to be deplored, and this committee might 
very well recommend that these experiments be reestablished and continued. 
Atomic energy for aluminum production is still so high cost as not to offer much 
promise for the near future. 

Our need for a dependable supply of domestic bauxite is apparent. Especially 
so, if we are ever confronted with the necessity of waging a prolonged defensive 
war. In this connection, experiment has proved that we can make alumina 
from domestic low-grade clays and anorthisite. This committee might well 
consider the desirability of urging that efforts be made to encourage the develop- 
ment of such a program as has been attempted at Laramie, Wyo., under the 
direction, first, of the Monolith Portland Cement Co., and then the Bureau of 
Mines. The experiments which were judged successful now await the proof 
of their commercial feasibility. 

Finally, I would urge that consideration be given in these hearings of the 
particular role of each element in the industry—(1) Government; (2) the big 
domestic integrated producers; (3) the independents; (4) foreign producers; 
and (5) the consumers. Each has a stake in a speedy solution of the problem 
of the current shortage of metal, and in enactment of such policies as will 
make for abundance rather than scarcity of metal in the future. The trouble 
in the past has been that no part of the Government continued its interest 
in establishing policies affecting aluminum that would properly amalgamate 
the interests of these components. The device suggested earlier of a com- 
mission might come close to accomplishing this purpose. It is suggested that 
recommendations concerning the establishment of a proper unit of administra- 
tion within the Government be part of the assignment given such a commission. 


Mr. Yates. The committee will adjourn until 10 o’clock tomorrow 
morning. 

(Whereupon, at 4:15 p. m., the committee adjourned, to reconvene 
at 10 a. m., Wednesday, May 18, 1955.) 
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WEDNESDAY, MAY 18, 1955 


House or REPRESENTATIVES, 
SuscomMitree No. 3 oF THE SELECT COMMITTEE 
To Conpucr A Srupy Anp LNveEsTIGATION 
OF THE ProsLeEMs OF SMALL BUSINESS, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:10 a. m., in room 
362, House Office Building, Washington, D. C., Hon. Sidney R. Yates 
(chairman of the subcommittee) presiding. 

Present: Representatives Yates, Steed, and Sheehan. 

Also present: George L. Arnold, Irving Maness, subcommittee coun- 
sel; Katherine C. Blackburn, Clarence D. Everett, staff members; and 
Victor P. Dalmas, assistant to minority members. 

Mr. Yares. The hearing will come to order. The first witness will 
be Mr. Roger Widing. 

Mr. Widing, will you take the stand here, please? 


STATEMENT OF ROGER WIDING, PRESIDENT, JARL EXTRUSIONS, 
INC., EAST ROCHESTER, N. Y. 


Mr. Arnowp. Mr. Widing, the subcommittee would like to get 
through with the hearing if possible this morning, because they are 
going to have business on the floor this afternoon. So I would like 
to ask you to read the letter which you have prepared for the sub- 
committee, read the letter itself, and then we wil appreciate it if you 
will submit the other attachments for the record so that they will 
hesssee a part of the record, but it will save time if you won’t read 
them. 

Mr. Wwerne. I will be glad to do that. 

Mr. Yates. You are Mr. Roger Widing, president of Jarl Ex- 
trustions, Inc., of East Rochester, N. Y ? 

Mr. Winine. Yes. 

I would like to take this opportunity to present to you the following 
facts, figures, and setnehenk bailannaeed of our company and I believe 
with this information you will be able to better understand the 
seriousness of the problem that is confronting us and some of our 
customers who are wholly dependent upon us for their supply of 
aluminum extrusions. 

At the present time we have approximately 125 people employed in 
our plant, and our customers who are wholly dependent upon us for 
their operations have approximately 200 persons employed. This 
pEonen is particularly serious for our dependent customers as they 

ave no other source of supply, and even if they were to place orders 
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with other extrusion companies they would have a great deal of diffi- 
culty to obtain delivery within any reasonable length of time. 

If additional supplies of aluminum billets are not forthcoming 
within a short period of time, we will be forced to reduce our opera- 
tions drastically, which will be as a chain reaction down the line to 
our customers and their customers, too. 

The three large producers of primary billets, namely Aluminum 
Company of America, Reynolds Metals Co., and Kaiser Aluminum 
& Chemical Sales, Inc., have not alloted us sufficient material to main- 
tain a normal production schedule. They are our only source of “4 
ply and if our allocation is not sufficient from them to meet our needs 
we are forced to enter the scrap market and pay a premium for this 
scrap and have it converted by 1 of these 3 primary producers. You 
can readily understand that if we are forced to pay a premium for 
our metal and yet maintain our prices in accordance with the price 
ag of the Big Three we are not in a competitive position with 
them. 

Our first aluminum extrusion mill was purchased in November of 
1952 and was to have been delivered in May of 1953. However, with 
delays beyond our, and the manufacturer’s control, which usually 
accompanies the manufacture of this type of equipment, we did not 
receive this mill until September of 1953. Since controls were in effect 
until June 30, 1953, our first billets purchased were granted to us on 
an allotment basis by NPA. When controls were lifted July 1, 1953, 
we immediately entered the open market and purchased billets from 
anyone that would supply us. 

We purchased a total of 1,005,822 pounds of billets during 1953. 


Since we were Comer eey new in the extrusion business, we did 


not enter a true production picture until June of 1954. This compari- 
son is readily seen by our purchases of aluminum billets in 1954, as 
our purchases from January 1 to May 31 were only 928,201 pounds as 
against 3,108,635 pounds for the period June 1 to December 31, 1954, 
for a total of 4,036,836 pounds for the year 1954. It was the latter 
part of May 1954 that we went from a 1-shift operation to a 2-shift 
operation, as by this time we had experienced crews and had attained 
the necessary sales to justify a 2-shift operation. Since the latter 
part of May 1954 we have worked 2 shifts continuously with the 
requirement of approximately 100,000 pounds of aluminum each week. 

The year 1954 was a free market as to aluminum billets and we had 
no difficulties in securing the necessary billets from the Big Three and 
the Aluminum Company of Canada. During this period we made 
normal purchases and maintained in our plant a 30- to 60-day supply 
of inventory. Anticipating that the aluminum supply would be more 
or less normal for years to come, together with the fact that our sales 
volume was growing, we placed an order for another extrusion mill 
in October 1954. Shortly after the first of this year we began to hear 
rumblings that aluminum was again in short supply, and this was 
confirmed by Alcoa during the second week of January 1955 when they 
informed us that we had been placed on a quota with them of 90,000 
pounds per month. About this same time the Aluminum Company of 
Canada, who was our second largest supplier, informed us that they 
had put us on a quota of 100,000 pounds a month, and by way of record 
they later reduced our quota to 50,000 pounds a month, and at the 
present time we have been verbally informed that our quota with them 
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is being further reduced to 25,000 pounds per month. Even with a 
quota of 190,000 pounds a month, this leaves us with less than 50 
percent of our required needs for a 1-press, 2-shift operation. 

To further stress the serious position of our company, and to furnish 
you with additional background material, I am taking the privilege 
of enclosing a copy of a letter we wrote to the Aluminum Extruder’s 
Council February 24, 1955. 

We have attempted to place orders with Reynolds Metals Co. and 
Kaiser Aluminum & Chemical Sales, Inc., which have remained either 
unacknowledged or placed in their unscheduled order files. During 
this same period Reynolds Metals Co. accepted orders for aluminum 
sheet at $0.409 per pound, but have refused to sell us any aluminum 
billets for $0.255 per pound. Kaiser Aluminum & Chemical Sales, 
Inc., after much prompting by us granted us 10,000 pounds per month 
for the second quarter of 1955, of which we only have written acknow]l- 
edgment for 10,000 pounds for the month of April 1955. 

For your information, and to try to give you a complete picture of 
our historical background with the Big Three, we are enclosing a his- 
torical record of purchases for each one of the Big Three. 

We have attempted to fully cover our situation in regards to supply 
of aluminum billets and our relationship with the Big Three. Neces- 
sarily, this letter has been lengthy, and it may be possible you may 
desire additional information or clarification of certain matters in 
this letter. We will be most happy to oblige. 

We wish to thank you and all the honorable Representatives on this 
committee for the interest they have shown in our position in regards 
to the supply of aluminum billets. - 

Mr. Yates. There are several exhibits to the letter that you sent to 
us. They will be made a part of the record. 

(The exhibits referred to are as follows :) 


JARL ExTRUSIONS, INC., 
: East Rochester, N. Y., May 9, 1955. 
SMALL BUSINESS COMMITTEE, 
House of Representutives, 
Washington, D.C. 


GENTLEMEN : I would like to take this opportunity to present to you the fol- 
lowing facts, figures, and historical background of our company, and I believe 
with this information you will be able to better understand the seriousness of 
the problemethat is confronting us and some of our customers who are wholly 
dependent upon us for their supply of aluminum extrusions. 

At the present time we have approximately 125 people employed in our plant 
and our customers who are wholly dependent upon us for their operations have 
approximately 200 persons employed. This problem is particularly serious for 
our dependent customers, as they have no other source of supply, and even if they 
were to place orders with other extrusion companies they would have a great 
deal of difficulty to obtain delivery within any reasonable length of time. 

If additional supplies of aluminum billets are not forthcoming within a short 
period of time, we will be forced to reduce our operations drastically, which will 
be as a chain reaction down the line to our customers and their customers, too. 

The three large producers of primary billets, namely, Aluminum Company of 
America, Reynolds Metals Co., and Kaiser Aluminum & Chemical Sales. Inc 
have not allotted us sufficient material to maintain a normal production sched- 
ule. They are our only source of supply; and if our allocation is not sufficient 
from them to meet our needs, we are forced to enter the scrap market and pay a 
premium for this scrap and have it converted by one of these three primary pro- 
ducers. You can readily understand that if we are forced to pay a premium for 
our metal and yet maintain our prices in accordance with the price schedules of 
the Big Three we are not in a competitive position with them. 
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Our first aluminum extrusion mill was purchased in November of 1952 and 
was to have been delivered in May of 1953. However, with delays beyond our, 
and the manufacturers control, which usually accompanies the manufacture of 
this type of equipment, we did not receive this mill until September of 1953. 
Since controls were in effect until June 30, 1953, our first billets purchased were 
granted to us on an allotment basis by NPA. When controls were lifted July 1, 
1953, we immediately entered the open market and purchased billets from any- 
one that would supply us. 

We purchased a total of 1,005,822 pounds of billets during 1953. Since we 
were comparatively new in the extrusion business we did not enter a true pro- 
duction picture until June of 1954. This comparison is readily seen by our pur- 
chases of aluminum billets in 1954, as our purchases from January 1 to May 31 
were only 928,201 pounds as against 3,108,635 pounds for the period June 1 to De- 
cember 31, 1954, for a total of 4,036,836 pounds for the year 1954. It was the 
latter part of May 1954 that we went from a 1-shift operation to a 2-shift 
operation, as by this time we had experienced crews and had attained the neces- 
sary sales to justify a 2-shift operation. Since the latter part of May 1954 
we have worked two shifts continuously with the requirement of approximately 
100,000 pounds of aluminum each week. 

The year 1954 was a free market as to aluminum billets and we had no dif- 
ficulties in securing the necessary billets from the Big Three and the Aluminum 
Company of Canada. During this period we made normal purchases and main- 
tained in our plant a 30 to 60 day supply of inventory. Anticipating that the 
aluminum supply would be more or less normal for years to come, together 
with the fact that our sales volume was growing, we placed an order for another 
extrusion mill in October 1954. Shortly after the first of this year we began 
to hear rumblings that aluminum was again in short supply, and this was con- 
firmed by Alcoa during the second week of January 1955 when they informed 
us that we had been placed on a quota with them of 90,000 pounds per month. 
About this same time the Aluminum Company of Canada, who was our second 
largest supplier, informed us that they had put us on a quota of 100,000 pounds 
a month, and by way of record they later reduced our quota to 50,000 pounds 
a month, and at the present time we have been verbally informed that our quota 
with them is being further reduced to 25,000 pounds per month. Even with a 
quota of 190,000 pounds a month this leaves us with less than 50 percent of 
our required needs for a 1-press, 2-shift operation. 

To further stress the serious position of our company, and to furnish you 
with additional background material, I am taking the privilege of enclosing a 
copy of a letter we wrote to the Aluminum Extruder’s Council February 24, 
1955. 

We have attempted to place orders with Reynolds Metals Co. and Kaiser 
Aluminum & Chemical Sales, Inc., which have remained either unacknowledged 
or placed in their unscheduled order files. During this same period Reynolds 
Metals Co. accepted orders for aluminum sheet at $0.409 per pound, but have 
refused to sell us any aluminum billets for $0.255 per pound. Kaiser Aluminum & 
Chemical Sales, Inc., after much prompting by us granted us 10,000 pounds per 
month for the second quarter of 1955 of which we only have written acknowledg- 
ment for 10,000 pounds for the month of April 1955. 

For your information, and to try to give you a complete picture of our his- 
torical background with the Big Three, we are enclosing a historical record of 
purchases for each one of the Big Three. 

We have attempted to fully cover our situation in regards to supply of alumi- 
num billets and our relationship with the Big Three. Necessarily this letter 
has been lengthy and it may be possible you may desire additional information 
or clarification of certain matters in this letter. We will be most happy to 
oblige. 

We wish to thank you and all the honorable Representatives on this com- 
mittee for the interest they have shown in our position in regards to the supply 
of aluminum billets. 

Yours very truly, 
Jar~t Extrusions, INc., 
Rocer P. Wiprne. 


HiIstToRIcAL Recorp OF PURCHASES, ALUMINUM COMPANY OF AMERICA 


Historically we have purchased a major portion of our billets from Aluminum 
Company of America due to the fact that their billets measured up to the 
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standard of quality we desired. In 1953 we purchased billets from them in the 
amount of 179,981 pounds, and in 1954 we purchased 1,234,370 pounds of prime 
billets. 

We were informed during the first part of January 1955 that we were to be 
put on allocation of 90,000 pounds a month of primary billet, and also that if 
it was possible they would from time to time give us an additional 30,000 pounds 
a month. They also told us that they could not accept orders for any poundage 
over our allocation, except by their consent, which they did for the month of 
March when we received 120,000 pounds of primary billets. 

We feel, based on our purchasing record from them, and also due to the fact 
that all of our scrap metal was returned to Alcoa for conversion, which amounted 
to 1,324,229 pounds for 1953 and 1954, and that they were our primary source of 
supply, that our allocation should be greater. 

From Alcoa’s share of the metal released from Government stockpiling we re- 
ceived a further allocation of 235,000 pounds spread evenly over May, June, 
July, and August, which makes our allocation from them approximately 148,000 
pounds for these months. 


Pounds 
Total peresees Oe OCTETe DEIN Tn ec ver nena 209, 994 
Total purchases of primary billet, 1954________-________-___________ 2, 528, 586 


Orders acknowledged for future 1955 shipments (per month) —_--____ ; 
Metal allocated to us by the relief from shipping to the national stock- 
TORU Tee Sree. Ue EE er areieaaeesreprenss 58, 750 


Note.—We received this date notification from Alcoa that we have been 
allotted an additional 23,000 pounds of billet for June 1955 and an additional 
10,000 pounds per month for the third quarter of 1955. We wish to state for 
the record that we are very appreciative of the consideration we have received 
from Alcoa during this period of serious shortages of aluminum billet. 


HISTORICAL RECORD OF PURCHASES, KAISER ALUMINUM & CHEMICAL SALES, INc. 


We purchased from Kaiser Aluminum & Chemical Sales, Inc., during 1953, 
85,259 pounds of billets. We found upon using this billet that it did not measure 
up to the quality standards that we were maintaining in our plant. We in- 
formed their sales representative in the Rochester district of this fact and he 
did view the use of their billets in our extrusion process and agreed that their 
quality was not up to standard when compared with the billets of other companies 
that we were using. 

Upon their sales representative’s insistence, together with our desire to establish 
historical records of purchases with all the primary producers of aluminum, 
we agreed to order another 30,000 pounds of Kaiser billet. This billet was de- 
livered to us in January of 1954, and we repeatedly attempted to use this billet 
and at various times with their representative again viewing the extrusion process 
of their billet. Finally, in the first part of May 1954 their sales representative 
agreed that the quality of the billets was not good and suggested we return 
these bill@tS for credit. Out of the original shipment of 29,999 pounds we re- 
turned to Kaiser 25,505 pounds of billets for which we received credit in due 
course. At the same time their sales representative suggested we return these 
billets, we agreed to order from them a load of billets to replace the ones we 
had returned, and these replacement billets were received around the first part 
of August 1954. We also agreed with him to try another sample of three various 
types of Kaiser billets. We received 5,837 pounds of billets for sample runs in 
June of 1954. 

Due to scheduling difficulties and also the mutual desire to have a Kaiser 
technical man available when we pushed these billets, we were not able to test 
these billets until the fall of 1954. When we did test these billets, Mr. A. V. 
Lorch, assistant production manager of Kaiser, was on hand to view the pushing 
of these billets. At this time their quality appeared satisfactory to us and 
we placed an order for 60,000 pounds of billets which were delivered in October 
1954. Upon receipt of these billets theey informed us that they again would 
desire to have Mr. Lorch visit our plant when we pushed these billets. Mr. 
Lorch again visited our plant in the latter part of December 1954 or the first part 
of January 1955, and mutually agreed that the billets were satisfactory. He 
impressed upon us at this time the desirability of buying homogenized billets 
which cost $0.006 per pound more than regular billet. We placed an order for 
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60,000 pounds of homogenized billets on January 20, 1955, and received ship- 
ment of these the middle of February. In the meantime, not having had a chance 
to try these homogenized billets we placed the following orders with them based 
on the satisfactory standard of the billets received by us from them in the latter 
part of October 1954: 











Date placed Invoice No. | Pounds ordered | Delivery date 
Wal Di DO sii isi ee ett eng ont tde ee 1072 250,000 | April. 
BpO tO: ek hi ah ddtdbadbieebutwondddedsobidebabene 1073 250,000 | May. 
BF io ox8 50 ih ok. SLi S chicn ede Sa 1074 250,000 | June. 


BA. capnsapenadlatiowiniedanntaoitam boaliatia 1075 250,000 | March. 


The only committment we received from Kaiser was an acknowledgment of 
10,000 pounds on our order No. 1072 for April delivery. The remainder of 
order 1072 and the other orders have not been acknowledged by Kaiser or have 
we been informed as to the status of these orders, except for them to say that 
they are holding them. 

When we questioned them about the Government release of stock piling of 
billets they promptly informed us that their share of this metal had all been 
previously committed and that we could expect not relief from them. To date 
we have no written confirmation as to when we can expect any future shipments 
from them. Within the last 2 weeks they have closed their sales office in 
Rochester making it doubly difficult for us to obtain any information in regards 
to future shipments of billets. 


Total purchases of primary billet: Pounds 
BOOB cle Oi it ks i tel eee i ee ee 85, 25 
1004 on ee, Se ee eee ae 95, O86 

Order acknowledged for future 1955 shipments____.._..__.____________ None 


Metal allocated to us by the relief from shipping to the national stockpile. None 


HisTorRIcaAL REcoRD OF PURCHASES, REYNOLDS METALS Co. 


We began purchasing aluminum extrusions in large quantities from Reynolds 
Metals in 1949. During the Korean war, of course, our purchases were cur- 
tailed due to circumstances beyond Reynolds Metals or our control. However, 
during these years our relationships with Reynolds Metals Co. as far as we 
were concerned were of the best. Their extrusions were excellent, quality and 
service wise. 

When our extrusion mill was installed in the latter part of 1953 we purchased 
from Reynolds Metals Co. 166,720 pounds of billets up to and including December 
31, 1953. We found these billets to be inferior in quality to other billets pur- 
chased from Alcoa and Alean. As early as October 1953, Mr. Paul Miller, Reyn- 
olds Metals Detroit regional industral sales manager was duly informed of these 
conditions, and in turn he promised the matter would he looked into as soon as 
possible. In December 1953 he visited our plant in East Rochester, N. Y., accom- 
panied by Reynolds Rochester sales representative and inspected extrusions 
made from Reynolds billets and agreed that they were not on a par with the 
other two named heretofore. He stated that the matter would be taken up with 
their technical division to see what could be done. 

During 1954 Reynolds shipped at their expense three sample shipments of 
billets so that we could try them and see if their quality would measure up to 
the standards we so desired. The first two shipments were not satisfactory. 
The third shipment was very satisfactory. Consequently, we placed an order 
for 30,000 pounds of billets and they were received January 13, 1955. During the 
first 8 months of 1954 Reynolds Metals Rochester sales representative called 
on us at very frequent intervals. He was told that we would like very much 
to do business with Reynolds and that we would very happily give him his pro- 
portionate share if his billets would measure up to the standards we had been 
accustomed to receiving from other sources. In September 1954, we were fav- 
ored with a visit from three Reynolds Metals technical men. They were: 

1. Mr. Harry Bittner, chief extrusion engineer. 
2. Mr. William Clark, product manager of ingot products. 
3. Mr. Herbert Clark, Detroit regional sales manager. 
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At that time we ran Reynolds second sample shipment and they all agreed 
Reynolds billets did not measure qualitywise with what we had been receiving. 
It was mutually agreed that if their billets could be improved to meet our 
standards it would be beneficial for us both in all respects. Shortly thereafter in 
October of 1954 we received another shipment from Reynolds and these billets 
were most satisfactory. At that time we placed an order for 30,000 pounds 
and agreed to give Reynolds a large additional share of our billet business. 

This 30,000-pound order for some unknown reason to us was not delivered 
until some time around the middle of January 1955. During December and 
January we attempted to place orders with Reynolds and were told to hold off 
for a few days or weeks until their schedules on aluminum billets had been 
somewhat clarified. We, of course, did not understand at this time what rea- 
sons were behind their not accepting billet orders. 

We placed with Reynolds the following orders: 





Date placed | Invoice No. Pounds ordered Delivery date 





Al " —|— bo Be S 


j 
Jan. 21, 1955.__...- iat tat a eal 1067 | 100,000 | None specified. 
I Ee er er ee a | 1068 100,000 | March. 
WOT IT IE Ow ae OE aE 1069 100, 000 | April. 
TO al nate, aaa tee a eedatee! wale dete ine Hieaibiesk: 1070 100, 009 | May. 


Wiicabedbedsetiemis iden andi 1071 100, 000 | June. 


None of these orders were acknowledged by Reynolds Metals Co. However, 
we received form letters from them stating that all of these orders had been 
placed in their unscheduled order files, and that they would not give any com- 
mitment as to delivery of this material. 

We have repeatedly contacted their sales office in Rochester to try and have 
our orders released for shipment but to no avail. Even when the Government 
released metal from their stockpile requirements they informed us that this 
metal had all been committeed to other sources and that there was none available 
for shipment to us. 

To date we have not received any information from them that would lead us 
to believe that we are to receive any metal for the remainder of the year. 


Total purchases of primary billet: Pounds 
Titan i ln aah Ra a a este inhibin ieaciniseiitel 166, 720 
pee SARA eet Dh A SE EE ee 2,514 

Orders acknowledged for future 1955 shipments____.____________--___ None 

Metal allocated to us by the relief from shipping to the national stockpile. None 


FEBRUARY 24, 1955. 
Mr. Puitire LEMELMAN, Esq., 
Aluminum Extruders Council, Washington, D.C. 


Dear Mr. LEMELMAN: In reference to your telephone conversation with Mr. 
Roger_P, Widing, I will attempt to give you the background and present outlook in 
our purchase of aluminum billets from the four major suppliers. 

We began operations in October 1953, with a 1-shift operation until the latter 
part of May 1954. At this time we began a 2-shift operation and working both 
shift approximately 6 days a week. Up until the present time we have had 
only 1 extrusion press, but we now have on order another extrusion press on 
which we expect delivery within the next 2 months. 

We attempted to purchase aluminum billets from the four major suppliers 
and also some secondary billet, however, our prime purpose was to push quality 
extrusions, not only tolerancewise, but also as to the finish of these extrusions. 
This resulted in almost our entire billet purchases being supplied by Aluminum 
Company of America and Aluminium Limited Sales, Inc. 

We would have much preferred to have been able to use the billets of Kaiser 
Aluminum Co. and Reynolds Metals Co., and we continually during our period 
of operation have had trial orders and sample shipments of their billets in our 
plant, but the quality of these billets did not measure up to our standards. I 
believe that this could be very easily corroborated by both Kaiser Aluminum Co. 
and Reynolds Metals Co., as on each one of our trial runs of their billets we had 
their technical men in our plant to observe the pushing of their billets, and it has 
not been until recently that their billets have obtained a quality that we demand 
in our finished product. 


70669—56——6 
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With the present-day market in short supply and having no past purchasing 
record of any amount with these two companies, it has worked to our dis- 
advantage through no fault of ours that they are in no position to now furnish 
us with aluminum billets. We are now on a quota basis with Aluminum Com- 
pany of America and with Aluminum Limited Sales, Inc., of 90,000 pounds 
and 50,000 pounds per month for the second quarter of 1955, respectively. 

Also working to our disadvantage is the fact that we are comparatively new in 
the business and did not enter a true production picture until June of 1954. This 
comparison is readily seen by our purchases of aluminum billets in 1954, as our 
purchases from January 1 to May 31 were only 928,201 pounds as against 3,108,635 
pounds for the period June 1 to December 31. 

As our allocation now stands we will have enough billet for a 1-press opera- 
tion for approximately 10 days of each month. We do not feel that this is an 
equitable situation and has come about through no fault of our own, and we 
believe is corroborated by the above figures and facts. 


As the situation now stands we will be able to operate our plant at less than 


50 percent of capacity and will necessitate our furloughing our production 
workers over 50 percent of the time. 


We wish to thank you for your interest in this matter and we sincerely hope 
that may receive an early favorable reply for us. Expediency is of the utmost 
importance if we are to continue operations on a steady basis, and we sincerely 
hope that the Government directives on the release of aluminum billets to us 
may be forthcoming in the very near future. 

Sincerely yours, 
Jar“ Extrusions, INC., 
WakRREN S. WIDING. 

Mr. Yares. Is there anything else you want to say in addition to 
the letter ? 

Mr. Wiping. No, sir. 

Mr. Yares. When did you attempt to place your orders with the 
company ¢ 

Mr. Wiprne. The first part of this year. The exhibits will explain 
to you why other orders weren’t placed before the first part of this 
year. 

Mr. Yates. Was there any assurance of a metal supply being given 
to you by the companies at the time you purchased your second 
mill? 

Mr. Winr1ne. No. 

Mr. Yates. Mr. Steed ? 

Mr. Sreep. Mr. Widing, you described the situation here where 
late last year the situation indicated that there was an ample supply 
of metal, then almost overnight there was a shortage of metal. 

In discussing this matter with any of the representatives of sup- 
plying companies, did you receive any explanation as to what had 
brought on this shortage ? 

Mr. Wiprne. No, we didn’t. 

Mr. Streep. Do you have any information or ideas of your own 
as to what has caused this shortage ? 

Mr. Wiprne. It has been a great puzzle to me. I cannot figure it 
out. 

Mr. Streep. That is all. 

Mr. Yates. Mr. Sheehan ? 

Mr. Sueenan. Mr. Widing, you started in business, you said, in 
1953 ? 

Mr. Winr1nc. That is correct. 

Mr. Sueenan. Had you had any experience in the aluminum busi- 
ness before that ? 








ALUMINUM INDUSTRY 77 


Mr. Wiptne. Yes, we had been building aluminum combination 
windows and doors. 

Mr. Sueewan. How long have you been connected with it? 

Mr. Wiprne. Since 1948. 

Mr. SHEEHAN. Has there been any plentiful supply of aluminum 
since 1948 ¢ 

Mr. Winrna. In the first part of 1950, the greater part of 1949; then 
Korea started, and of course from 1953 until the first of 1955 there was 
no trouble in obtaining : aluminum supplies whatsoever. 

Mr. SHEEHAN. From 1953 to 1955? 

Mr. Wip1ne. I would say from the time the controls were lifted in 
1953. 

Mr. Surenan. In other words, in reality your hardship has existed 
over a period of only 5 or 6 months? 

Mr. Wipine. That is right. 

Mr. SueEHAN. In getting your supplies, you mentioned sometimes 

ou buy direct from the aluminum companies, and sometimes you 
help melt scrap; is that right? 

Mr. Wiprnca. Usually the only time we buy any scrap is in a time 
of shortage, otherwise we just take the scrap that we accumulated and 
send it back to one of the Big Three and have them convert it over and 
replace it with billets. 

Mr. SHEEHAN. Do you buy any scrap outside? 

Mr. Wiptnc. We have, yes, now. 

Mr. Surenan. Why don’t you buy scrap now? 

Mr. Wipine. We do—because the premium is too high, it is way 
above the prices for scrap. 

Mr. SueruHan. Do you want to tell the committee why the premium 
is so high for scrap now? 

Mr. Wirne. I couldn’t tell you that. 

Mr. Suer#an. You know a lot of it is being exported, don’ t you! 

Mr. Wip1na. I have heard that, yes. 

Mr. SHEEHAN. And, naturally, it is safe to assume that they are 
getting a much better price exporting it than selling it here, otherwise 
they would sell it here; is that right? 

Mr. Wiprne. It must be. 

I would like to elaborate further, though. 

It-is my understanding that usually Reynolds and Kaiser are not 
in the scrap market, only in the times of shortage. 

Mr. SureHAn. However, they have no interest in processing scrap 
except to use it 

r. Wipine. They go out and buy it in competition with us, which, 
of course, makes it scarce and boosts the price of it. 

Mr. Sueenan. In other words, when scrap is being exported, every- 
body gets in the field and fights for whatever is left? 

Mr. Wiwrne. Yes. 

Mr. Sueenan. The primary boys, as well as yourself? 

Mr. Wire. Right. 

Mr. Streep. Could you give us some idea about the difference be- 
tween a ton of metal and a ton of scrap? What is the price differ- 
ential ? 

Mr. Wivrna. Your price fluctuates from day to day. The price of 
primary metal aluminum billet 63-S is 0.255. I have known the 
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scrap market to go as high as 27 or 28 cents for scrap alone, which 
then costs you your freight plus a nickel a pound to convert it into 
primary billet. 

Mr. Sreep. On an average, what would you say the difference be- 
tween the two prices would be? 

Mr. Wip1ne. Anywhere from 3 to 5 to 6 cents. 

Mr. Sureenan. As I understand it, you are operating two shifts at 
the present time / 

Mr. Wiv1na. That is correct. 

Mr. SHeenan. I assume you are making profits. 

Mr. Wiptne. We hope so. 

Mr. SuHeenHan. You ought to know that. What I am trying to 
arrive at is, would you make profits; would you make a return on your 
investment if you only operated one shift ? 

Mr. Wirne. No, sir. 

Mr. SHeewaAn. You have to operate the two shifts? 

Mr. Win1ne. That is correct. 

Mr. SHeenan. You stated that you built your second smeltin 
plant, or whatever it was, on the basis that you felt the lalecnaked 
aluminum supplies would be ample in the future? 

Mr. Wiornc. Would be normal. 

Mr. SHEEHAN. Now, of course, we learned here yesterday—at least, 
I learned—that over the years since 1939 aluminum has been in rather 
short supply, because they haven’t been able to manufacture enough 
to meet the growing need for aluminum. Did you enter into this busi- 
ness without knowing that particular fact ? 

Mr. Wipinc. Well, I stated in my letter that in 1953, the latter 
part of 1953, and all of 1954, supplies were ample, and we figured that 
it would be normal from now on in. 

Mr. SHEEHAN. However, it was brought out yesterday that that 
was just a temporary condition because people were liquidating some 
of their inventory stock and quit buying for the time being. 

Mr. Wivrne. Well, we didn’t know that. 

Mr. SuHeenan. The only point I am trying to get at, if a fellow 
like you makes a business judgment on what is going to be the future, 
and something changes it, 1 am just questioning whether we can 
criticize the aluminum industry for situations beyond their control. 

Mr. Wiprne. Well, I think that from all the statistics that we 
could gather, that there was supposedly plenty of primary aluminum 
that would be available. 

Mr. SHeenan. But you based it on practically 6 months or a year 
of ample supply, whereas for the previous 15 years it always had been 
in short supply / 

Mr. Wiprxc. Well, of course, I can’t answer for 15 years, but I do 
know the situation from 1948. 

Mr. SHEEHAN. Well, you are a businessman; you don’t invest unless 
you know what is going to happen. 

Mr. Winrnc. And, naturally, under wartime conditions, we don’t 
expect it to be normal. But other than wartime conditions, yes, I 
would expect it to be normal, and there would be sufficient supplies 
to go around. 

Mr. Sueenan. Well, I might advise you, as one businessman to 
another, that the testimony yesterday by a couple of people, who 
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should have known, they advised us that conditions in the aluminum 
business will be such that conditions won’t be normal for a long time 
to come because of the tremendously increased demand, and they can’t 
supply that demand. 

Mr. Winrne. Thank you. 

Mr. Surenan. Do you have any particular recommendations how 
these people could get more aluminum to you? I say that with this 
viewpoint in mind: 

You are a new man starting in the business and you have had only 
2 years’ history behind you. The aluminum companies, naturally, 
have to take care of their older customers, or they should, on some 
sort of an allocation basis when things are short, and having no past 
history, how could they take care of people like you when they would 
have to take it away from all the customers? 

Mr. Wiorne. In other words, we should restrict our operations, 
then, and stay out of the business? 

Mr. Sueenan. I am not saying that. I am trying to look at their 
problem, too. 

Mr. Wipre. Well, if we can’t expand, they can expand their mill 
facilities and extrusion facilities, why aren’t we entitled to a com- 
parative market ? 

Mr. Sueewan. You are entitled only to your fair share. 

Mr. Wiprne. That is correct. And all we are asking for is that. 

Mr. Sueenan. If you are expanding to two shifts and going at 
great lengths to get a lot of new supplies, I am questioning whether 
or not are going to be put in a good position. 

Mr. Wiprnc. We are doing the same thing as they are doing. They 
come in and compete with us. We can buy all the extrusions we want 
today from them, but we can’t buy primary billet. 

Mr. Yates. It seems to me that this country was built up by people 
like this Jarl expanding and taking chances on being able to get 
new customers and develop new markets. And I think it is unfor- 
tunate that the supply is so limited that he is compelled to curtail 
his business. And I think there is some merit to what he says; if he 
sees a necessity for expanding, if he has got the customers to do it, 
it would seem to me it would be in the best interest of our country, 
certainly, for the primary producers to do the same. 

You stated in your letter, Mr. Widing, that your customers are 
suffering as a result of your not being able to get aluminum. 

Mr. Wivrne. They will suffer. 

Mr. Yates. How do you have in mind? Have you received com- 
plaints from your customers? 

Mr. Wiping. No, we haven’t received any complaints. I said that 
we would, in the future. 

Mr. Yates. In other words, you have been able to supply them up 
to now with all their needs? 

Mr. Wirnea. That is correct. 

Mr. Yates. Have you been compelled to tell them that they would 
be compelled to cut down their operations as a result of your inability 
to get aluminum ? 

Mr. Wiv1ne. We have so informed them, that there is liable to be 
a curtailment on our part. 

Mr. Yates. What is the nature of the customers that you have? 
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Mr. Wiprne. Well, they make furniture with the extrusions, they 
make aluminum combination windows and doors, they make shower 
doors, a lot of store-front work, 

Mr. Yates. How many customers do you have? 

Mr. Wivrnc. We probably have in the neighborhood of 60 to 75, 
with about 15 to 20 that depend on us wholly for their extrusions. 

Mr. Yates. And is your expansion attributable to greater demand 
by them ? 

Mr. Wivr1ne. That is correct. 

Mr. Yates. Is this a greater demand of the same number of cus- 
tomers that you had, or are you getting additional customers ? 

Mr. Wininc. We are getting additional customers. 

Mr. Yates. Are their requirements increasing, too? 

Mr. Winrne. That is correct. The whole thing—the requirements 
of our customers—and, of course, with new customers, it has been 
an ever-expanding operation for us. 

Mr. Yates. Will they be able to obtain the material they need from 
other extruders in the area if you cannot get your aluminum, do you 
know ? 

Mr. Wivrne. If the other extruders have the metal. And, of course, 
in our business it takes us anywhere from 6 weeks to 2 months to get 
ready to service a new customer, because we have had to have their 
particular shapes made, their dies made for those shapes. 

Mr. Yates. I see. 

Are there any other extruders in the area that you serve around 
East Rochester ? 

Mr. Winrne. Well, we don’t serve only East Rochester ; we have cus- 
tomers in Chicago, and then as far east as New York. 

Mr. Yares. I see. 

Any further questions? 

Mr. Streep. You made an interesting point a minute ago. You said 
that while you are having difficulty in getting primary metal, from 
the same source of primary metal you can get all the extrusions you 
want. In other words, are you saying that the yd of extrusion 

’ 


metal is better than the supply of primary metal, from the same 
source ? 


Mr. Wiprne. It certainly is. 
Mr. Sreep. In other words, your customers could go to them— 
Mr. Wiorne. And buy extrusions from them. 
Mr. Sreep. And buy extrusions? 
Mr. Wowrne. That is correct. 
Mr. Sreep. You feel like, then, that the situation puts a squeeze on 
you in favor of the supplying companies? 
Mr. Wivrne. On all of us independent extruders, I feel that way; 
es. 
. Mr. Yates. Mr. Arnold. 
Mr. Arnoxp. With reference to scrap or secondary metal, can you 
purchase that from your suppliers and primary producers? 
Mr. Winrne. We don’t purchase any secondary metal from our sup- 
— we purchase nothing but primary, and scrap that we send in to 
ave converted. But, of course, we get primary back for that. 
Mr. Arnotp. With reference to this putting in a new press, I know 
to my own knowledge that it was either in October or August of 1954 
that the Office of Defense Mobilization announced that they had dis- 
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continued a so-called round of expansion on the basis that there would 
be adequate supplies of aluminum for the industry. 

Did you know of that announcement at the time, or did you rely on 
that announcement in making your commitment on the new press? 

Mr. Wip1na. I didn’t know of that particular announcement, but it 
was told to us by everyone that I talked to, that they felt that there 
would be ample supplies of aluminum from then on. 

Mr. ARNOLD. Well, the best brains of the industry and of the Gov- 
ernment who were in charge of the aluminum were of the opinion ? 

Mr. Wiv1ne. That is right. I don’t know this to be a fact, but 
I understand there was even some surplus diverted into the stockpile 
the last part of the last year from the Big Three. 

Mr. Yates. Thank you, Mr. Widing, coming. 

The next witness will be Mr. Doyle N. May. 


STATEMENT OF DOYLE N. MAY, MAY, INC., HOUSTON, TEX. 


Mr. Yares. You are Mr. Doyle N. May? 

Mr. May. Yes. 

Mr. Yares. With whom are you connected ? 

Mr. May. May, Inc. 

Mr. Yates. In what capacity ? 

Mr. May. I am president of the company. We are extruders. 

Mr. Yates. Where is that company located ? 

Mr. May. Houston, Tex. 

Mr. Yates. Mr. May, will you tell us what experience your business 
is undergoing at the present time. 

Mr. May. I think we are in the same position as Mr. Widing. We 
have been in the business in Houston since 1938. We have been using 
aluminum, more or less, in our manufacture of weatherstrips and 
products. However, in 1953 we installed an extrusion press. And 
that was done after survey by the Houston Chamber of Commerce. 
We found that over 40 percent of the aluminum produced in the 
United States was produced within a radius of 399 miles of Houston. 

Houston is way out in front, we feel, in the oil and chemical indus- 
try. However, as far as other manufacturing is concerned, Houston 
is perhaps behind. 

We felt that from the trouble that we had been having getting 
alumifiuhf over a period of years, namely, from a service adeiidpoiht 
that there was an opportunity there for an aluminum extruder. And 
it has been borne out by our history. Right at the present time we 
are getting in considerable trouble, however. 

Mr. Yates. Can you give us some of the history of your operations 
as an extruder? 

Mr. May. Well, actually, in the first quarter of 1953 we used only 
30,000 pounds of aluminum. In the second quarter we used 727,659 
pounds. In the third quarter we used 1,175,132. In the fourth 
quarter we used 1,558,570. In the third quarter there was a monthly 
average of 391,710. In the fourth quarter the monthly average was 
519,523 pounds. 

Actually, September was our first full month of production. 

Last October we placed orders for the first quarter of this year with 
Alcoa. We ordered 150,000 pounds a month—I take it, for the first 
5 months we ordered 722,000 from Kaiser, 750,000 from Reynolds, 
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420,000 from Aluminum Company of America, and 450,000 from 
Aluminum, Ltd. 

We have received in the first 5 months 634,326 from Kaiser, 432,134 
from Reynolds, 454,644 from Alcoa—actually, that is a little over 
30,000 pounds more than we ordered. They gave us an additional 
allotment after the last release from the Government stockpile. 

Mr. Yares. Which company is that? 

Mr. May. That is the Aluminum Company of America. 

Aluminum, Ltd., sales gave us 357,709. 

In other words, we ordered 2,342,200 pounds for the first 5 months; 
we received 1,878,813 pounds—we haven’t received quite all for May, 
but it is scheduled, and we feel sure we will get it. 

As I say, this material for the first quarter was ordered last October, 
and the material for the last three quarters of 1953 was ordered early 
in January. 

Now, requirements. We went ahead and placed them for the same 
quantities as we had been using, roughly 450,000 pounds a month from 
the 4 suppliers, with the exception that I guess we stated in it, per- 
haps—Kaiser had definitely promised us an additional 500,000 pounds 
a month for the last 7 months of 1955. We went ahead and placed an 
order for another extrusion press on their commitments that we would 
receive the additional supply of material. 

I mentioned earlier that since we started in Houston, there had been 
any number, at least several new window manufacturers, and so forth, 
started using extrusion aluminum. And the demands are increasing 
quite a bit for aluminum in Houston. And after checking, we felt it 
was going to be tight, and we rechecked with them, in effect. However, 
they retracted the orders last month. 

Mr. Yates. When you say “they,” who do you refer to? 

Mr. May. Kaiser. 

Mr. Arnoxtp. And when did you first ask them concerning the com- 
mitments on supply ? 

Mr. May. We started checking with them last fall. We verified it 
in January, the local representative checked through the district office 
in Dallas, and we were sure we would have it, and they also checked 
with their national office in Chicago, and we had commitments clear 
from top to bottom. However, again, we had nothing in writing, as 
they never do put them in writing until shortly before shipping the 
material. 

However, we did have every assurance that we ever have had on 
material that we would receive this. And it looks like now that we 
had definite commitments for June of 230,000 pounds; for July, 
360,000 pounds, because Alcan and Aluminum, Ltd., have come through 
with 2 months’ allotment, to give us 130,000 pounds. 

However, they promised us that we would receive no more material 
during 1955 from them. In August we are committed for 200,000; 
September, so far we have a commitment for only 60,000, although 
ree have been on file with these companies since January. 

Actually, about the only thing we can find is that the companies 
sold the aluminum twice, with the hope or expectation, perhaps, that 
somebody wouldn’t accept deliveries. And now everybody is calling 
for them, and it just isn’t there. 

Mr. Yates. Do I understand that you have requirements for the 
remainder of 1955 of approximately 6,860,000 pounds? 
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Mr. May. That is correct. 

Mr. Yares. And what is the amount that you have definite com- 
mitments for ? 

Mr. May. 820,000 pounds. However, we did at the time we or- 
dered additional equipment have commitments for 6,860,000 pounds, 
at least verbal commitments, from the representatives who had checked 
with their companies and been assured that we would receive them. 

Mr. Yates. What business were you in before you became an ex- 
truder ? 

Mr. May. We were manufacturing weatherstrip, metal molding, 
decorated trim, and so forth. 

Mr. Yates. Where did you buy your raw material ? 

Mr. May. We used to buy from Alcoa and Reynolds principally, 
= well as from Youngstown Manufacturing Co. out of Youngstown, 

110. 

Mr. Yates. And what is the nature of the extrusions that you make, 
the same kind, weatherstripping ? 

Mr. May. Yes. However, the bulk of it goes to window manufac- 
turers. As I say, there has been a number of new producers, window 
manufacturers, fabricators, started in Houston, and we are supplying 
them. 

Mr. Yates. You were supplying them? 

Mr. May. Yes. : 

Mr. Yares. Do you know whether they can receive their raw mate- 
rials from either Reynolds or Kaiser or Alcoa? 

Mr. May. They tell us they can. 

Mr. Yates. Have you checked with them ? 

Mr. May. I know some of them are buying theirs; yes. And I 
know the salesmen tell us that the Alcoa, Kaiser, and Reynolds sales- 
men are still taking orders there for extrusion ; yes. 

We don’t know whether it is additional business or not. Some of 
it would be, because these are new producers that have never bought 
from anybody but ourselves. 

Mr. Yates. Mr. Steed? 

Mr. Steep. No questions. 

Mr. Yates. Mr. Sheehan ? 

Mr. SHeeHan. No questions. 

Mry Yares. Mr. Arnold? 

Mr. Arnoxtp. With reference to your statement that Alcoa 
has supplied you with a certain amount of ingots this year, you 
stated that they said they can no longer make any supplies to you. 

Mr. May. They told us that the only material that they were 
shipping into the United States was some they were under contract 
to deliver. 

Mr. Arnotp. Did they give you any other explanation of why they 
couldn’t ship any more into the United States or in surticnlar to 
yourselves ? 

Mr. May. Except they had some contracts to fill, the people that 
they had contracts with, they were apparently based mainly on Brit- 
ish commitments, the Government of England had advanced them 
some money to put their Pe up at Kitimat with the first call on 
material, and that was shipped abroad. Also they had some con- 
tracts in the United States that they were filling. But outside the 
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commitments they had in the United States they were shipping no 








materials in here. 
Mr. Arnotp. One other question. 


have it available. 
were buying pig at 211% 
pig at 
Mr. 
Mr. 
Mr. 


May. That was Reynolds. 


Can you buy secondary ingot or 
scrap ingot from the primary producers in the United States? 
Mr. May. We have been told by one of the producers that they 


are not now receiving adequate supplies of the primar vy? 


Mr. 


Mr. YATEs. 


Mr. May. I believe not. 


However, it is around 27 cents a pound, and we 
Consequently we couldn’t buy secondary 
26 or 27 or 28 cents—it fluctuates in there. 
Arnotp. Which producer was that ? 


Arnotp. They stated they can sell you secondary metal, but you 
May. Thirty days ago they offered us some, I do not know 


whether they have any at the present time. 
Is there anything else you want to say / 


Mr. Arnorp. Will you submit for the record these figures you have 


been reading from and referring to! 


Mr. May. Yes. 


(The figures referred to are 


g 


as follows:) 


Aluminum billet requirements for year 1954 





















































Source juste ist quarter | 2d quarter | 3d quarter | 4th quarter Total 
Kaiser Aluminum & Chemical sales_-- 30, 042 233, 838 401, 252 387, 361 1, 042, 493 
Reynolds Metals Co } ities 244, 868 301, 170 539, 120 1, 085, 158 
Aluminum Company of America =I 93, 200 | 391, 318 272, 572 757, 090 
Aluminium, Ltd. Sales, Inc. -....-.......-|--.-------.- 165, 753 81, 392 359, 517 | 606, 662 
rod a, ee aS 1 30, 042 727, 659 21,175, 132 a 558, 570 "eee sro | 8, 001, 408 3, 491, 403 
Monthly average.......-...-..--- 10, 014 242, 553 | 391, 710 519, 523 290, 950 
1 Commenced production in 1st quarter 1954. 
2 September 1954 first full month of production. 
Aluminum ingot? 
Source January \February| March April May | Total 
REQUIREMENTS FOR 1955 TO MAY 31, 1955 | 
| i 
Kaiser Aluminum & Chemical Sales, Inc__| 152, 200 120, 000 150, 000 150,000 | 150,000 722, 200 
Reynolds Metals Co. | 150,000} 150, 000 150, 000 150, 000 | 150, 000 750, 000 
Aluminum Company of America- -- | 60,000 90, 000 90,000 | 90, 000 90, 000 420. 000 
Aluminium Ltd. Sales, Inc_-- 90, 000 90, 000 90, 000 | 90, 000 90, 000 450, 000 
I aE i ale sll Males 452,000 | 450,000 | 480,000 | 480,000) 480,000 2343 200 
RECEIVED FOR 1955 TO MAY 31, 1955 Tr a oie 
Kaiser Aluminum & Chemical Sales, Inc.| 152, 918 111, 758 138, 866 90, 200 140, 584 634, 326 
Reynolds Metals Co- se calito 119, 740 89, 766 61, 726 97, 838 63, 064 432, 134 
Aluminum Company of America_.---__- 60, 025 90, 571 91, 585 91, 534 | 2 120, 929 454, 644 
Aluminium Ltd. Sales, Ine--.--- 89, 442 00, 036. 22--.2222}) 178, WR | s--+2-.--- 357, 709 
a a a 
he oni: 422, 125 382, 131 | “292, 177 | 457,803 | 3 324, 577 | 1,878, 813 
| | ! 





See footnotes at end of table. 
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Aluminum ingot—Continued 





1 


| | Se iNav | 
| |Septem-| Octe- |Novem-| Decem- . 
Source June July August ber | her nae | hed Total 





| 
| | 
REQUIREMENTS FOR REMAINDER | | | | 
OF 1955 | | | 
i 
} ; 
' 

















| 

Kaiser Aluminum & Chemical 
Balee 8. ..nnaseee>dentsadlned bu | 650, 000} 650, 000) 650, 000) 650, 900) 650, 000; 650, 000) 650,000) 4, 550, 000 
Reynolds Metals Co____........-.-| 150,000} 150,000) 150, 000 150, 000} 150,000} 150,000} 150,000) 1, 050, 000 
Aluminum Company of America- 90,000} 90,000} 90,000) 90,000} 90,090} 90,000} 90,000) 630,000 
Aluminium Ltd. Sales, Inc----.-..- 90,000} 90,000} 90,000} 90, 000} 90,000; 90,000) 90,000) 630, 000 
Metal 2i is chitisik.«biabcbe | 980, 000} 980, 000} 980,000} 980,000! 980,000} 980, 000) 980, 000} 6, 860, 000 

.e eelighi Maeatabinnts aia 








COMMITMENTS FROM SUPPLIERS FOR | 
REMAINDER OF 1055 | 
' 


eat 
| 


Kaiser Aluminum and Chemical 





' | 
Sales 5 = _..---------| 140, 000] 140,000} 140, 000|-.......}.-.....-]--..---- rere | 420, 000 
Rovenhis Mai OSS FT ee hs ee os | asi dn Beidaes 
Aluminum Company of America’.| 90,000} 90,000} 60,000) 60, 000)_......_|.....--- aig | 300, 000 
Aluminium Ltd. Sales, Inc.§____--.}...----- 130, 000}... ._.- is $2228 fais590 Pudi scobdiescsases) - SORORD 





OGM A eetce Ly eto eee 230, 000] 360, 000 200,000 60, 000)... Beas chet, | $20,000 
t i 





1 Orders for 1st quarter 1955 placed in October 1954; orders for 2d, 3d and 4th quarter 1955 placed in January 
1955. 

? Bonus shipment of 30,000 pounds received from Alcoa due to release from stockpile. 

° Material has not all been received but has been promised. 

‘ Arrival of equipment for expansion program scheduled for June 1955. This equipment was ordered 
with distinct assurance from Kaiser that they would be able to furnish an additional 500,000 pounds per 
month beginning June 1955. 

§ Even though ordered in January, on May 4, 1955, Kaiser returned orders for 500,000 pounds per month 
and cut other orders to 140,000 pounds per month and have retracted all commitments for last 4 months of 
1955. 

6 Reynolds holding orders since January 1955 but have made no commitments for last 7 months of 1955. 

7 In January, Aluminum Company of America returned our orders for second half of 1955 as their schedule 
had not been opened. Have since scheduled amounts as shown above for third quarter. Fourth quarter 
hot open. ° 

* Aluminium Limited Sales, Inc., making final shipment in July as shown above, and have returned all 
orders for balance of year 1955. 


Mr. Yates. Mr. Champion. 


STATEMENT OF M. H. CHAMPION, CHAIRMAN OF THE BOARD, ARK 
MANUFACTURING CO., OKLAHOMA CITY, OKLA. 


Mr. Yates. Youare Mr. M. H. Champion ! 

Mr. Campion. Yes. 

Mr. Yates. With what company are you connected ¢ 

Mr. Citampron. The ARK Foundry ? 

Mr. Yares. Are you an officer of the company ? 

Mr, Cuampron. Yes; I am chairman of the board of directors, and 
I own 75 percent of the stock of the company. 

Mr. Yates, in connection with your request that I appear before 
this committee on hearings of current shortages and long-range prob- 
lems of the aluminum industry, I wish to submit the following : 

Our company was established in 1946, with a total employment of 
10 people, and total payroll of $7,396.97. In 1952 the total em- 

loyment had increased to 26 and the total payroll to $55,131.65. 

hat was when I started in with the company, 1952. 

Payroll for the fiscal year ended 1954 totaled $85,523.82, with an 
employment of 31 persons regularly employed. 

The aluminum: required by our company for the calendar year 
1954 totaled 88,002 pounds, consisting of various alloys. From Jan- 
uary 1, 1955, to May 1, 1955, we have purchased 45,347 pounds of 
aluminum of various alloys. 
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We have also purchased just about the same amount of bronze. 

On January 1, 1954, we were paying 20 cents per pound for sec- 
ondary metal. On May 1, 1955, we were paying 31 cents per pound 
for this same metal. And this increase in price was caused by the fact 
that they were stockpiling this metal and you couldn’t get it, and 
the secondary people took advantage of it. 

On January 1, 1954, we were paying 11 cents per pound for scrap 
metal that we cannot get for 26 cents per pound now. 

Recently we purchased 25,000 pounds of metal, No. 48 alloy, from 
a broker in Detroit, Mich., at 5 cents per pound premium, and he 
purchased it from the United States Government at Memphis, Tenn., 
and they had had it on hand 3 or 4 years. 

We have tried for 6 months to secure primary metal from every 
aluminum company and broker in the United States, and have tele- 
phoned and written Reynolds Metals Co., Kaiser Aluminum, Alcoa 
Aluminum, Northwestern Metal, and about 20 other companies. We 
are losing money because of the fact that we are having to pay a 
premium on the aluminum we can get. 

Our problem is: This company is continuously expanding both 
in volume and in types of work we do which necessitates our using 
ever greater quantities of primary metals, especially primary alloy 
F-214 and primary alloy 356, which is specified in the orders received, 
especially Government orders. 

You can solve this problem in 24 hours. Merely authorize the 
Reynolds Metal Co. to take 50,000 pounds of metal they have in the 
United States Government stockpiles, 99 plus and 99.5, and convert 
this into F-214, which they can and are one to do, and make ship- 
ment in a few days to our company and many others. 

The airbase at Tinker Field in Oklahoma City is selling some 300 
million pounds of scrap aluminum per year, and this can be bought 
by only a few dealers, and a considerable portion of it is being ex- 
ported. We found that out when we checked into it. 

The reason only a few dealers can use this metal is the fact that 
scrap of all specifications is melted and pigged together, making it 
necessary to remelt, and there is about a 10 percent loss in each melt. 
This cannot be remelted and purified at small foundries. 

This method is more than likely used at many Government places 
other than Tinker. What should be done is to ship all of this scra 
to Reynolds Metal Co., or any other large company, to be ‘iociben 
at about 114 cents per pound, and put it into the stockpile, or ship it 
to the people who are ™ ging for the job, at a saving of thousands 
of dollars to the United States Government and to the founders and 
purchasers of foundry products. 

But, of course, you are not interested in that. 

The nature of our business is represented by the attached leaflets, 
plus parts cast as supply parts for other manufacturers. Our cus- 
tomers number approximately 250, and cover the fields of schools, 
churches, municipal governments, lumber yards, builders and con- 
struction, contractors on buildings, architects, doctors, attorneys, hos- 
pitals, clinics, aircraft parts, surveyors, fence companies, oil com- 
panies, sign companies, office suppliers, geophysical, and manu- 
facturers located t. roughout the various States in the United States, 
plus the fact that the company makes a considerable amount of 
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aluminum casts for carpet sweepers, and thousands of things, we have 
about 250 of those things in there. 

It is estimated that we will need from 100,000 to 125,000 pounds of 
aluminum for the year 1955, or approximately 79,653 pounds in addi- 
tion to what we have already received. 

Mr. Yates. For the year 1955 you will need that much? 

Mr. Cuamprton. Yes, sir. 

Our metal this year has been supplied by Northwestern Metal Co., 
American Alloy Corp., Walker Metal Co., a metal broker, and various 
individual suppliers. We haven’t been able to purchase any primary. 

Our aluminum requirements for 1956 are estimated to be around 
150,000 pounds, b on our past increase in usage and our plans for 
future types of manufacture. : 

Weare continuing purchase of new and modern equipment, with the 
idea and intention to build a modern scientific foundry, and have em- 
ployed a skilled foundryman, patternmaker, and designer. _ 

Last month we went into the United States Government with with- 
holding taxes of $583. That is not much. Our social security for 
the year ran around $3,000. Our unemployment, State and Federal 
Government, was around a thousand dollars. Insurance on the em- 
ployees was around $144, in addition to the fact that we have practi- 
saith doubled every man’s salary that worked for the company. 

Mr. Yares. Your business has grown, hasn’t it, Mr. Champion? 

Mr. Cuampron. Yes, sir. 

Mr. Yates. What did the aluminum companies tell you when you 
asked for aluminum ? 

Mr. Cuampron. They just-said, “We haven’t got it.” 

Mr. Yates. Just don’t have it? 

Mr. Cuampton. Don’t have it. 

And, of course, they say that the United States Government is 
responsible for their not having it, their stockpiling is the reason they 
don’t have it. 

Mr. Yates. You say that the scrap aluminum sold at the airbase at 
Tinker Field can be bought by only. a few dealers. Is that because of 
the melting process? 

Mr. Cuampron. Because of the impurities in it. All of the scrap 
is melted in one bunch, and it has everything in the world in it. And 
it has fo go in a large smelter and be remelted and branded off into 
other metals to take the impurities out of it. We have tried to buy 
metal there, and the major in charge has done everything in the world 
he could to help us, but he has to follow instructions from up there. 

Mr. Yates. Mr. Steed. 

Mr. Streep. You say here that when you have to go out and pay a 
premium of as much as 5 cents a pound that it costs you money. What 
is the problem you have in passing that increase to your customers? 

Mr. Cuampton. I don’t have much chance because of the fact that 
you have established prices, and those prices are based on the standard 
going price of the aluminum quoted by the large aluminum companies. 

a metal is selling today for 26.2. We are paying 30 cents a 
pound for secondary. And primary metal is usually worth 5 cents or 
more than the secondary. 

Mr. Sreep. Isn’t it ako true that many of the items you make are so 
small that the attraction of the items is in the price? 
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Mr. Cuampron. That is right. 

And we want to take care of our customers, because if we don’t 
supply them they will have to buy from some company that can’t do 
the work that we cando. And it worksa hardship on them. 

Mr. Yares. Mr. Sheehan. 

Mr. Sueesan. Mr. Champion, can you identify for the committee 
any of these dealers who are buying the scrap from the Tinker Air 
Field Base? 

Mr. Cuampion. Well, they are just large dealers, they are perfectly 
legitimate dealers, and everything is absolutely on the up and up. 

Mr. SHEEHAN. We are not questioning their legitimacy. I am 
wondering if the committee should not have their names. We might 
want to check them. 

Mr. Cuampron. I don't have them. You can get them from Tinker 
Field, they have them. 

Mr. SHEEHAN. Yousay a considerable part of this is being exported. 
Are you guessing at this, or do you know this? 

Mr. Cuamrion. The aluminum companies tell me these people have 
exported considerable quantities. 

Mr. Sueenan. Who are “these people” ? 

Mr. Cuampion. The Reynolds Metal Co., for one. 

Mr. SueenHan. They are exporting it? 

Mr. Cuampton. No. They say the people that buy it. The Rey- 
nolds Co., I don’t think, have bought anything from Tinker Field. 

Mr. SHEEHAN. In other words, your information is that people buy- 
ing it from the Tinker Airbase are exporting it? 

Mr. Cuampron. Yes, sir: selling what they can here in the United 
States and exporting the rest of it. 

Mr. SHEEHAN. Mr. Chairman, may I suggest that the counsel find 
out, or that we make provisions to get somebody here from the airbase 
so they can testify as to what they are doing with this aluminum and 
what contracts they have. 

Mr. Yates. You mean as to just what the procedures are? 

Mr. SHEEHAN. Yes. 

Mr. Yates. I think that is a desirable suggestion. 

Mr. Arnoip. We will have someone check on this matter. 

Mr. Sreep. I think it is also well for the record to show that Tinker 
Field, in point of the size of its operations, happens to be one of the 
largest sourees in the whole Air Force of this type of scrap avail- 
ability, because it is a place where they salvage a lot of wornout 
planes, and other aluminum parts, because it is, I think, the largest 
airbase supply depot that they had. 

In my opinion, it would probably be as good an example as you 
‘an find to try to work out a solution such as Mr. Champion has 
suggested. It is not a small operation, it is a tremendously lar 
operation, and certainly if the solution can be worked out in the Air 
Force about the handling of the scrap, they will use Tinker Field 
as a model to go by. 

Mr. SHeeHan. Do you know, Mr. Steed, how the Government 
handles it at Tinker Field? Do they sell the scrap as is, or do they 
melt it down? 

Mr. Cuampion. They put it up in pigs and sell it to the highest 
bidder. 
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Mr. Surewan. That means they have got to melt it down ? 

Mr. Cuampion. They melt it down. 

Mr. Yates. That is unusual, because a friend of mine that is in 
the scrap business tells me he went out to Lowry Air Force Base, 
where they are selling some old airplanes, and you just bought them 
as you found them there on the field there. Now, I was under the 
impression that the Government didn’t melt them down at all. 

Mr. CuHampion. You see, in Tinker Field they handle some 3 million 
pounds a year. 

Mr. Yares. Three million pounds of what, the scrap / 

Mr. Cuampton. Of scrap. 

Mr. Yates. Who melts it down ? 

Mr. Cuampion. They do, at Tinker Field. 

Mr. Streep. That makes it all together. 

Mr. SHeenan. In the recent Hoover report that. just came out, they 
recommended that the Government get out of the smelting business, 
because apparently we have seven smelting plants around the country 
run by the Government, which bring the metal back to the pig stage, 
as Mr. Champion pointed out. It may be that they have one of 
those plants at Tinker Airbase. 

Mr. Sreep. I think the point to keep in mind here is that even after 
they smelt it down, there, it is still in no shape to use until it is 
remelted again. 

Mr. Yates. The Government really isn’t in the smelting business 
here. I would imagine that the reason they have this smelting is 
just for a facility to handle it. 

Mr. Cuamption. For convenience in handling, it is so much easier 
handled in pigs than in a piece 20 feet long and another one 2 feet 
long. The expense of handling it alone is worth the expense in smelt- 
ing it up. But that is not a scientific blending of scrap. 

Mr. Streep. But it is still considered serap / 

Mr. Cuampion. Yes. 

Mr. SHeeHan. In one of your side remarks, when you talked about 
the savings of thousands of dollars to the Government, did you make 
the remark that maybe we are not interested in that? I assure 
you 

Mr. Cuampton. I mean in this particular hearing. This is a short- 
age of metal. 

Mr. SHeenan. I think I can speak for the chairman and Mr. Steed, 
that as the actually elected representatives of the people we are very 
anxious to save every dollar we can, because we then save you tax dol- 
lars, and we save ourselves tax dollars. 

Mr. Cuampton. That is right. But I didn’t think this committee 
would be interested in going into discussion about saving money; it 
is a shortage of metal. 

Mr. SuHeewan. We are interested in any program that will save the 
Government money; isn’t that right, Mr. Yates? 

Mr. Yates. That is right. 

Have you talked to any other people who use aluminum in Okla- 
homa City ¢ 

Mr. Cuampion. Yes. 

Mr. Yates. In the same type business you are in ? 

Mr. CHAMPION. Practically. 
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Mr. Yates. Do they have the same difficulties you have in getting 
metal ? 

Mr. Cuampron. Yes; they have tried to borrow from us and get 
this metal around the country. When you make aluminum letters 
for signs, they alumilite it, and only certain classes of metal take that 
polish and shine. 4214 is preferable for that. 

Most of these foundaries make these metal signs and alumilited 
work. 

Mr. Arnotp. In reference to your statement that you received 25,- 
000 pounds of metal from a dealer who, in turn, purchased it from the 
United States Government in Memphis, Tenn., do you know the de- 
partment or agency of the Government that was involved ? 

Mr. Cuampion. No, sir. I bought this metal on the telephone, and 
from a man I had never heard of. And there were several thousand 
dollars involved, and I wasn’t interested in buying a pig in a poke. 
We made him tell us where he got it, and it was Ravnslis Aluminum 
metal. 

Mr. Yates. Where does the Government come into the picture? 

Mr. Cuampton. It was sold by Reynolds Aluminum to the Gov- 
ernment, and the Government sold it to this broker, an airport in Mem- 
phis, Tenn., or some air factories, or something. 

Mr. Yates. You got Reynolds metal from this broker, and in turn 
he had obtained it from the Government, which had bought it from 
Reynolds Metai ? 

Mr. Cuampron. Yes, sir. 

Mr. Yates. Do you know what agency of the Government this was 
in Memphis, Tenn. ? 

Mr. Cuampton. No; that was all I could get out of him. All I 
wanted was metal, and I wanted to know that it was good, and when I 
got this I quit and paid for it. 

Mr. Yates. Do you know the name of the broker? 

Mr. Cuampton. Yes, sir. 

Mr. Yates. What is his name? 

Mr. Cuampron. Walker Metal Co., Detroit, Mich. 

Mr. Yates. Do you deal with Walker Metal in your usual trade? 

Mr. Cuampron. No. 

Mr. Yates. How did you happen to call Walker Metal? 

Mr. Cuamrion. We were begging for metal all over the country 
and asking every person that we knew if they knew where there was 
any aluminum to tell us. This fellow called me on the phone. 

Mr. Yates. Did you have to pay a premium for the metal? 

Mr. Cuampion. We paid around 314 cents over and above the 
primary price. 

Mr. Yates. Over and above the primary price? 

Mr. Cuampron. Yes, sir; i¢ was primary. 

Mr. Yates. In the course of your calls around the country for metal 
did you find that the request for a premium was a standard thing? 

Mr. Cuamrron. It is a standard thing. We have a man in Haus. 


ton—I suppose they bought it today—they just got the sample when I 
left there, of metal—we pay 3.3 cents premium, plus the freight, 
Houston to Oklahoma City. 

Mr. Yates. You pay 3.3 cents to Houston over and above the basic 
price ¢ 

Mr. Cuampron. Yes. 
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Mr. Yates. What is the primary price? 
Mr. Cuampion. 26.2 is the price on F-214, 26.2 cents a pound. 

Mr. Yares. And you paid 29.5 for it? 

Mr. Cuampron. Yes, sir. It was a small amount, about 5,000 
pounds, but we had to have it, we had orders in the place there waiting 
for it. 

Mr. Sreep. In your dealing with Walker, did you find out how 
much metal he had obtained at Memphis? 

Mr. Cuampion. We bought the entire amount that he had down 
there. They shipped 27,772 pounds. We shipped at the shipper’s 
orders, that was the reason we were so anxious to check it before we 
paid for it. 

Mr. Yates. When you talk about primary metal, are you speaking 
of the virginal aluminum or the scrap ? 

Mr. Cuampron. It is virginal. Secondary is a metal that has been 
used and melted up. 

Mr. Yates. But you use the virgin ? 

Mr. Campton. Yes, sir. Well, we use scrap and secondary and 
virgin and everything else in our different methods of operation. For 
instance, we make a screen for a foundation in a house, and we use 
scrap, anything we can get in there. I think it is shown in your 
exhibit there. 

Mr. Yates. The premium you pay, though, is for virgin metal ? 

Mr. Cuampton. Yes, sir. But we are actually paying a premium 
because of the stockpiling of 10 cents a pound. 

Mr. Yates. Now, in your statement you also mentioned the names 
of Northwestern Metal Co., American Alloy Corp., and other indi- 
vidual suppliers. Have you always bought metal from Northwestern 
Metal and American Alloy? 

Mr. Cuamption. Yes, sir; we bought quite a bit of metal from them, 
bronze and aluminum both from them, secondary metal. 

Mr. Sreep. These alloys you spoke of as primary metal, virgin 
metal, does Aleoa and Reynolds and Kaiser process that type metal, 
too ¢ 

Mr. Cuampion. Yes, sir; they make about, oh, 20 or 30 different 
metals. They are more or less—magnesium and different alloys in 
there, different things in the metal, for different purposes. 

Orie ‘of them is blended up for strength, and another one for flexi- 
bility, and another one for ability to take a nice shine, just all different 
kinds and for all different purposes. 

Mr. SHeenan. Mr. Champion, how long have you been in business 
there? 

Mr. Cuamrron. I have been in business for 3 years. 

Mr. SureHAn. When did you first experience difficulty in getting 
supplies? 

Mr. Cuampron. Well, it has been just about a year since it started 
getting tight. 

Mr. Sueenan. The first 2 years you had no problems getting 
supplies ? 

Mr. Cuampton. No, sir. We could order what little we wanted 


and get it. We ordered one day and the truck would be there the 
day after tomorrow with it. 
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Mr. SueeHan. When you started to find difficulty in getting your 
supplies did the companies you had been dealing with give you any 
yarticular allocation or percentage of your former needs, or did they 
just cut you off? 

Mr. Cuampron. They just cut us off and told us they couldn’t get 
it. 

Mr. Sueenan. In other words, they couldn’t get it from the people 
from whom they were purchasing it # 

Mr. CuHampton. Yes, sir, they couldn’t get it from the big 
companies. 

Mr. Sueenan. That is all. 

Mr. Yates. Thank you, Mr. Champion, for coming in. Mr. 
Pickens. 


STATEMENT OF RICHARD PICKENS, DALLAS, TEX. 


Mr. Yates. You are Mr. Richard Pickens? 

Mr. Pickens. Yes. 

Mr. Yates. What business are you affiliated with ? 

Mr. Pickens. The Texas Aluminum Co. and the Commonwealth 
Extrusion Co. in Anasco, P. R. 

Mr. Yates. Are you an officer of those companies ? 

Mr. Pickens. President of both. 

Mr. Yates. Will you tell us your experience? 

Mr. Pickens. I wasn’t prepared to testify quite yet this morning, 
but it was slightly different from what I have heard so far this 
morning. 

Mr. Yates. What do your companies do, first ? 

Mr. Pickens. They are both aluminum extruders. 

Mr. Yates. And what type of product do you make? 

Mr. Pickens. We make the normal extruded products, store fronts, 
windows, some aircraft parts, air conditioners, truck and trailer parts, 
and so on. We started in 1953, about May of 1953, with the Texas 
Aluminum Co. with a six-phase program. The first was a single ex- 
trusion press, which was installed and has been in operation since 
that time. 

In June of 1954, after we had that nice bill, we decided that we 
should go ahead with the second phase of our six-phase program, and 
we started our engineering work and placed our orders in November 
1954, for about a $500,000 expansion, which consisted of an additional 
larger press for the extruding of these same materials, plus going 
further into the aircraft and truck-trailer business, that is, going into 
the heat treatable alloys competing more or less with the 3 or 4 com- 
panies that are capable of doing that type of an operation in the 
United States. 

I think possibly I should confine my statements to the Texas Alu- 
minum operation first. ; 

We were going along nicely with this expansion program until the 
shortage hit us in February or March very severely. It started in 
February. We held up everything just as is—and some of the steel 
even was fabricated for the building—until the condition clarified 
itself. Then when the 150-million-pound relief was driven out of the 
=? why, we pulled the plug again and started our expansion 
plans. 
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We have felt no relief at all from this 150 million pounds other 
than a token relief from Alcoa. 

Mr. Yates. Who supplied you with aluminum during 1953? 

Mr. Pickens. During 1953 and 1954 we had received primary alu- 
minum from Alcoa, Alcan, Reynolds, and Kaiser—Reynolds and 
Kaiser being our principal sources of supply. 

Mr. Yates. Do you remember how much you purchased ? 
Mr. Pickens. We purchased from Reynolds in 1954 slightly above 
214 million pounds; from Kaiser, 2,800,000 pounds; from Alcoa, 75,- 

000 pounds, and from Alcan, approximately 200,000 pounds. 

Mr. Yates. This was during 1954? 

Mr. Pickens. Yes, sir. 

Mr. Yates. Did you receive the full amounts? 

Mr. Pickens. Yes. 

Mr. Yates. During the whole year? 

Mr. Pickens. Yes, sir. 

Mr. Yates. When did the shortage start to hit you? 

Mr. Pickens. In February 1955. 

Mr. Yates. Did you place orders with the companies during 1954 
for the year 1955? 

Mr. Pickens. We normally were placing about a quarter ahead. 
We never placed orders for a full year; normally about a quarter 
ahead. In February we received a little better than 300,000 pounds 
from Kaiser, approximately 100,000 pounds less than we had planned, 
and had placed verbal commitments with them for. We had planned 
to level off with them at approximately 400,000 pounds, and had done 
so in the latter part of 1954. - 

With Regnalas. we had commitments, which again were verbal com- 
mitments with the local representatives, to the tune that we would 
purchase approximately 250,000 pounds from them during the latter 
part of the fourth quarter, ke on into 1955, until our expansion 
started. That was cut in March to zero pounds. And in April it was 
cut—it was 125,000 pounds—in May and June and all other months 
in which we were able to get commitments, to 105,000. 

So that Reynolds is supplying us approximately 50 percent of what 
we all agree should be the normal amount and the justifiable amount 
that they owe us. Kaiser is suppl ing approximately 80 percent. 

Mr. Yates. What do you mean by “owe you”? 

Mr. Pickens. From our various discussions and the characteristics 
of our purchases, and the history of our purchases. 

Mr. Yates. Do you have a history when you have been in this busi- 
ness for 1 year? 

Mr. Pickens. We have been in business 2 years this month. Yes, 
we do have a history. 

And the reason I speak of conversations with these various repre- 
sentatives, we have been talking of purchasing in the neighborhood of 
1,200,000 pounds, starting when our new expansion comes in. 

Mr. Yates. And did you receive assurances that you would obtain 
this much metal ? 

Mr. Pickens. By all means. 

In the fourth quarter of last year there was quite a surplus of metal, 
and we have had every assurance. 

Mr. Yares. Did you receive that assurance from all the companies? 

Mr. Pickens. Yes, I think we can say all but Alcan. 
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Mr. Yates. All but Alcan? 


Mr. Pickens. And Alcan by the fourth quarter was starting to feel 
the pinch of their previous commitments to England. And they were 
a little hesitant about fitting into our program in 1955. But all of the 
rest, including Alcoa, Reynolds, and Kaiser, gave us every assurance 
and were competing very strongly for our supply in 1955. And our 
conversations to them was to the effect that we would be purchasing 
in the neighborhood of 1,200,000 pounds by the latter part of 1955. 

The thing that concerns me most, more than anything else, is that 
during these periods where this shortage occurred, we have taken a 
rap. We have taken a financial rap, as well as a rap on our production. 

We have been much more fortunate than most of the small companies 
in that we have a fleet of trucks that we can run all over the country 
and pick up scrap and odds and ends to supplement our material 
shortage. 

Mr. Yates. Do you use both virgin and secondary ? 

Mr. Pickens. We use virgin and scraps, but no secondary. We 
have been able to pick up scrap, to help us out, so far as Texas is con- 
cerned, from Florida to California. Our customers range from Flor- 
ida to California, mostly in the Southern States. 

Mr. Yates. How do you obtain the metal, by calling up the metal 
companies in various sections of the country ? 

Mr. Pickens. That is correct. We have contacts with probably 
10 different scrap dealers and have also contacted all of our present 
customers that we are suplying extrusions to, and are picking up 
when we deliver to their door. We will pick up their scrap that they 
have generated since the last delivery. 

Mr. Yates. Are you able to pick up primary by calling anybody? 

Mr. Pickens. No. 

Mr. Yates. You cannot get any primary from any other dealer? 

Mr. Pickens. No; we have never attempted to buy primary from 
anyone other than the 3 producers, or the 4 producers. 

Mr. Yates. What price do you have to pay for your scrap? 

Mr. Pickens. We have paid as high as 24 cents for scrap. Normally 
we are paying 21 cents. In the month of March our excess costs of 
materials, because of the acute shortage of Kaiser cutting us down 
some 50,000 pounds, and Reynolds cutting us off completely, receiving 
only 50,000 pounds from Alcoa and none from Alcan—it cost us 
$8,300—just the excess of metal cost, which is a sizable chunk—a 
sizable cut in a small business, in the picture of any small business— 
at least ours. 

Mr. Yares. You have a fleet of trucks. You do not sound like a 
small business. 

Mr. Pickens. Well, we are small. 

Mr. Yates. You are getting smaller now? 

Mr. Pickens. Yes; I am afraid so. 

Mr. Yares. What business were you in before the Texas Aluminum 
Co.? 

Mr. Pickens. I was with Reynolds Metals for 12 years and with 
Alcoa for 6 years previous to that. 

Mr. Yates. You worked for them? 

Mr. Pickens. Yes. 

Mr. Yares. As an individual ? 

Mr. Pickens. Yes. 
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Mr. Yares. You established this company on your own? 

Mr. Pickens. Yes. I started it. I obtained backing in Dallas. I 
started in just 2 years ago now. The thing that bothers me is that 
we primarily planned to go ahead and expand, as we know the alumi- 
num industry will expand. We are perfectly willing to take the 
normal business chances, my two partners and myself. We all have 
that much confidence in the aluminum industry, to know that we will 
have some normal dips and some good times. 

The thing that bothers us mostly is that if we go ahead and spend 
these sizable sums of money to get properly set. up in business, that 
when we do have a shortage, the three larger producers keep on pro- 
ducing at maximum in their fabricating facilities or more than maxi- 
mum or at a greater percent than they previously had in their history, 
or that their history indicated, that their previous production records 
were, and we are cut down. Weare certainly very vulnerable. That 
is the position we are in today. 

Mr. Yates. Do you know whether or not their fabrications have 
been cut down ¢ 

Mr. Pickens. Yes, sir. 

Mr. Yares. You do know that? 

Mr. Pickens. I know that they have not been. 

Mr. Yates. They have not been ? 

Mr. Pickens. Yes, sir; I know that. I have checked out quite thor- 
oughly. One has increased their fabricating sizably. 

Mr. Yarrs. When you say that you mean one company ? 

Mr. Pickens. One large company. 

Mr. Yates. Which company ? 

Mr. Pickens. Reynolds. - 

Mr. Yares. What was the nature of the check that you made? 

Mr. Pickens. I know quite a few people in Reynolds. I have 
checked their various people at various points. They have increased 
during this period the production of those fabricating facilities. 

T also have indications—and I cannot say this factually—that Kaiser 
has increased their production of several of their plants. I do not 
know about Alcoa. Iam assuming that they have, too. 

Mr. Yares. Are the companies taking away any of your customers? 

Mr. Pickens. We are competing with them all of the time. 

Mr. Yares. I assumed that you were. I just wondered. whether 
they had taken any away, because of your inability to supply your 
customers. 

Mr. Pickens. None that I know of. 

Mr. Yates. None that you know of? 

Mr. Pickens. No. Certain large companies that we are dealing 
with, maybe we will ship 60,000 pounds to them and Alcoa and Kaiser 
or Reynolds will be shipping another percentage. Maybe one com- 
pany, they will be shipping a higher percentage than we do, and vice 
versa. But we compete with them directly. It would be very hard to 
answer your question. 

Mr. Yates. In other words, they can make their deliveries, and you 
cannot—can you make deliveries? 

Mr. Pickens. In Texas. 

Mr. Yates. Of your fabrication to your customers? 

Mr. Pickens. In our Texas operation we have been quite success- 
ful primarily because of five trucks that we have on the road picking 
up scrap. 
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Mr. Yates. They are going out and getting the scrap? 

Mr. Pickens. And I believe that last month, and possibly for 5 
weeks, we have only lost 4 days of operation due to a lack of material. 
I believe that we could justify that. It is a very hard thing to say. 
We lose X number of days or X number of pounds, because we buy a 
lot of scrap and it slows our entire operation down, so far as melt- 
ing and casting is concerned. Our melting and casting facilities may 
be running at full blast, and still our extrusion operation has been 
slowed down. 

Mr. Yates. Do any of your fabrications depend upon virgin metal, 
rather than scrap ? 

Mr. Pickens. Yes; you must have a certain percentage of virgin 
metal. It is almost impossible to run 100 percent scrap. 

I might just, as a sidelight, say that in our extrusion plant in Puerto 
Rico, which we have been unable to start as yet, we have a sizable quan- 
tity of scrap accumulated down there, but we cannot start it without 
virgin metal. 

Mr. Yates. Wher were you supposed to open up in Puerto Rico? 

Mr. Pickens. We were planning to open up in April. I imagine 
that we will get some trial runs the latter part of this month. 

It has been a matter of no need to hurry along with the operation 
at all. We have been dragging our feet very much. I mean, we have 
been delaying our customers, giving them commitments, and so on, 
because we have not been able to see the end of this thing. I much 
prefer not to get started at all, rather than to start, have a customer 
divert his attention, his orders to us, and then later on have to go beg- 
ging to one of the other companies. 

Mr. Yares. Tell us about this six-phase operation that you were 
moving into. Up to now I think you stopped when you were only in 
the second phase. 

Mr. Pickens. Our second phase is all on order now. It has been 
on order since last November. With the exception of about 214 or 
3 months’ delay, it has been moving along quite well. 

On the basis now of the feeling we have, we would get relief from 
the 150 million pounds, we are attempting to get that operation under- 
way. 

Mr. Yates. What gave you the impression that you were going to 
get relief from the 150 million pounds? | 

Mr. Pickens. That is a lot of metal to dump in the United States. 
What I fear is that the big companies have oversold themselves, 
hoping that they would not have to divert into the stockpile or some- 
thing. And the stockpile came along and took that metal. If that 
be the case, thev took a legitimate chance—they took a chance for 
profit by overselling their commitments. Rather than taking the lick- 
ing themselves, cutting their own fabricating operations, why, they 
have actually increased those operations, and have thrown the licking 
over to the little boys. It is pretty rough. 

T believe that is actually what has taken place. 

Mr. Yates. Let me ask this, What gave you the impression that 
the 150 million pounds which were diverted from the stockpile were 
going to go to the fabricators, such as yourself? 

Mr. Pickens. I believe that the three large companies all believe 
that a lot of it would be relief that would be felt in our particular case, 
anyway. 
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The Commerce Department gave us that same type of information. 
Mr. Yates. The Commerce Department did? 

Mr. Pickens. I believe Mr. Arthur Snow indicated that same 
thing, that surely there would be some relief. 

Mr. Sueenan. It has come to my attention, Mr. Chairman, that the 
Business Defense Services Administration which has a head and is a 
part of the Department of Commerce, is meeting this Friday with a 
view toward recommending to Mr. Flemming a distribution of this . 
150 million pounds of Government stockpile which they are not going 
to take. Therefore, it would seem to me that you, as chairman of 
this committee, ought to make the proper representations at this 
meeting on behalf of the committee because of our vital interest in 
small business, and represent to them that we are vitally concerned 
from the testimony presented here that small-business men should be 
given full consideration in this allocation. 

Mr. Yates. Well, I have already been discussing with certain people 
in that Department the question as to why the 150 million pounds has 
not been diverted to small business. 

Mr. Sueenan. I understand that they are meeting this Friday to 
determine what distribution to make of it. 

Mr. Pickens. I believe that is the next 150 million that they are 
talking about. 

Mr. Yares. There has been 150 million already diverted by Mr. 
Fleming’s decree, of which Alcoa has stated that it would divert its 
55 million pounds to nonintegrated users. 

Reynolds Metals and Kaiser, for one reason or another, have felt 
that they can use this metal themselves. The question is whether or 
not, as I understand it, an additional amount should be diverted from 
the stockpile for this quarter. 

Mr. Sueenan. If this other 150 million pounds is in addition to 
it 





Mr. Yates. It was 225 million. 

Mr. Arnortp. It was 150 million pounds for the first 6 months of 
1955 which has been released. And this new meeting on the 20th is 
to consider whether an additional 100 or 150 million pounds should be 
released for the second half. 

Mr. Yates. But the conditions for the release will be discussed. 

My. Arnotp. Yes. I might suggest that I have considered and I 
want to bring it up with the committee, that BDSA will make the 
recommendations to the Secretary of Commerce who will make the 
recommendation to ODM, and I think that the person we should talk 
to, or to make our recommendations to is the Secretary of Commerce, 
Mr. Weeks. 

Mr. Yates. I think so. We will discuss that. 

Mr. Sueenan. On the basis of our testimony so far, I think that 
maybe we should make representations pretty soon, rather than wait 
until the allocations are made, and to put them on record that we are 
interested. 

Mr. Yates. Yes; all right. 

Do you want to continue with your phasing? 

Mr. Pickens. We had planned our third phase to take place next 

ear. 
7 Mr. Yates. Are these various phases of expansion ? 
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Mr. Pickens. That is correct. Yes, our third day of operations, 
if you want to say it that way. We are building our building for 
those. 

The thing that concerns us, of course, is what happens in 1958 and 
1959 when the Government had no wedge at all on the large companies 
which they do have now. In the program with the large companies 
they can say, “Now, you divert to the stockpile, and to the noninte- 
grated users,” but after 1958 or 1959 I do not know when the end 
of that 5-year contract is, why, then, are we going to be at their 
mercy? When business is good, they fill their fabricating plants, 
and we suffer. Because, you can go out and run your business down, 
hunt it out in bad times, and a pretty good job as a little producer, 
a little fabricator. You can compete quite readily with them. 

We do not fear them at all in rough times, but when we have good 
times, there is not enough metal to go around, if you have to say to 
your customer, “I am sorry, we cannot deliver you this much, you 
will have to get that from someone else,” the other boys can fill their 
factories, or these large three companies can fill their factories, and it 
is a pretty serious situation. 

That is primarily my great concern, as far as Texas Aluminum Co. 
is concerned. 

Mr. Yares. Suppose the contract comes to an end, what control 
would you advocate, or would you advocate any control over the 
three companies ? 

Mr. Pickens. The only thing that I can do—the only thing I am 
qualified to state is my fears. It means, if we would be at the mercy 
of such a condition I feel that they are making a very nice — 
on their reduction plans, and that they have a certain responsibility 
to the aluminum industry that they are not living up to. 

Mr. Yates. You mean a moral responsibility 4 

Mr. Pickens. Absolutely. The little companies are very fine in 
digging out new business. We can go out and dig up business. Little 
Joe, back in the back alley who may in 5 years from now be quite a 
user of aluminum. 

Mr. Yares. Is this what you are saying, that the producer should 
stay in the producing business, and let the fabrication business to the 
other companies ? 

Mr. Pickens. That is a pretty rough statement. I feel that there 
is certainly some responsibility there that during good times that 
they do not indiscriminately cut out the small fabricator and at the 
same time build up their own business. 

Mr. Yates. Do you think that there is enough capacity in the alu- 
minum business now to take care of the needs of the country? 

Mr. Pickens. It depends on the stockpile. If the stockpile is 
sizable, no, there is not apparently. 

Mr. Yates. Apart from the stockpile. 

Mr. Pickens. Apart from the stockpile, it is not such a bad bal- 
ance right now. I would not hesitate during rough times to take a 
proportionate part of any cut. 

Mr. Yates. You are going into a 6-phase operation which is a 
constantly expanding business. 

Mr. Pickens. Right. 


Mr. Yares. Is this dependent in any measure upon the expansion 
by the producers ? 
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Mr. Pickens. It has not been up until February of this year, because 
there has been such an abundance. And everybody felt, who has given 
any study to the aluminum situation, that that would be until 1970. 

Mr. Yarrs. You mean based upon present capacity ? 

Mr. Pickens. Yes. 

Mr. YATES. ao are saying that there is sufficient capacity ? 

Mr. Pickens. I am saying up until February of this last year. 

Mr. YATES. ¥ ou had that. impression ? 

Mr. Pickens. Every one that I talked with felt that you would not 
catch up with the pig supply until about 1970. 

Mr. Yates. What do they think now? 

Mr. Pickens. Everybody that I have talked with, and I guess it has 
been a dozen or so people that are qualified, feel that this is a real 
thing, that this shortage is a real thing. It is going to be with us. 
We can set our sights to that. If it is a real shortage, we can set our 
sights to that and cut our plans down accordingly ; and by “us” I mean 
Texas Aluminum. 

Just exactly what should be done, I do not know. 

Mr. Yares. You would like it if the companies expanded their pro- 
duction ? 

Mr. Pickens. Yes. Iam not so sure I would like it if they expanded 
their production. During lush times they still would take more than 
their share of the metal than they have been using in their fabricat- 
ing division. 

Mr. Yates. You do not see anything that can be done about that, do 
you? 

Mr. Pickens. I think that is quite a study in itself. I would dislike 
to make a statement on it. I believe in free enterprise, as well as the 
next fellow. I think the only thing I can say is the moral respon- 
sibility of the large three companies. 

Mr. Srrep. Going back to this shortage of supply of primary metal, 
and in view of what you say about your background of experience in 
this industry, are you familiar with the plant to reduce bauxite that 
was constructed by the Government at Cheyene, Wyo? 

Mr. Pickens. No, I am not. 

Mr. Streep. A plant was built by the Government, as I understand 
it, to process bauxite deposits in that area. The plant was never put 
into Operation. It was declared surplus by the Government as not 
needed and turned over to the General Services Administration for 
sale. 

A sales agreement was entered into by the General Services Admin- 
istration with a cement company, with a certain reservation or rever- 
sionary right to the Government to take it over and put it back into 
aluminum production if the need ever arose, but with restrictions that 
this company could not use it to make cement, but could produce 
aggregate of some sort in the plant. 

The transaction between the cement company and the General Serv- 
ices Administration has been made the subject of an investigation by a 
subcommittee of the House Committee on Government Oper ations, of 
which Congressman Brooks of Texas is the chairman. And they found 
fault with the deal in someway. And it is now pending between the 
committee and the General Services Administration in that regard. 
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The point I am trying to bring up is, if this shortage situation has 
been known as far back as February of this year, and since the Gov- 
ernment built this plant for the purpose of producing primary metal, 
aluminum metal, would you say that the circumstances now would 
justify the Government recapturing that plant and putting it into 
production of primary metal? 

Mr. Pickens. No. One, I believe it is the process prior—the chem- 
ical process prior to the reduction process. Before you get to alum- 
inum you have to go through your reduction. And then on back be- 
yond that is the chemical process which reduces the bauxite to alumina. 
I could be wrong on the one up in Wyoming, in that I am not familiar 
with it. It may bea direct process, but if it has been, I am afraid that 
it has not been successful. I believe that we all would have heard 
about it, and heard of its new method of approaching the aluminum 
problem if it had been a success. 

Mr. Sreep. I was told that the plant never did go into production, 
that it was just built, then after they built it, they decided that the 
output was not needed. I do not know just what stage of the produc- 
tion of aluminum it was supposed to deal with, but I assumed that 
since there were bauxite deposits up there, it was to be in that stage of 
making the metal. 

I think a test run was made by a private contractor, and they told 
the Government that the cost of production was out of line. I am just 
drawing on a very hazy memory, but the prices that they quoted as 
being the cost of production there were about the same prices we have 
been hearing here today. 

Certainly, somewhat below the 31 cents quoted by some of the wit- 
nesses for scrap metal. 

It would seem to me, if that has anything to do with solving the 
shortage, that certainly the Government ought not to sell that plant 
% be put into some other purpose. It ought to use it to help meet this 
shortage. 

Mr. iin The large companies can go ahead and expand their 
own facilities. I believe Alcoa is expanding 2 pot runs in Texas, 
in 1 part, and another pot room in another plant. 

I believe other expansions are being considered by the other com- 
panies. 

They can produce the metal at probably 15 cents a pound, say, and 
still keep that in private enterprise and private business, 

Mr. Sreep. Is it your opinion, then that this shortage that we are 
speaking of is not at that stage of the industry ? 

Mr. Pickens. The shortage is there. The shortage is a real thing. 
The reason I made the statement in answer to your question was that 
I do not believe that it would be healthy for the aluminum industry to 
build a high-cost plant when the large producers could go ahead and 
build additional facilities for producing low-cost materials, low-cost 
metal. It is not a long, drawn-out affair. 

If it is a new process that they are dealing with, it sounds as if it 
must be, why, it certainly would not be the right way to go about it, 
in my opinion. 

Mr. Streep. I did not read all of the testimony, but I was wondering 
why the Government went out there and built the plant in the first 
place and ever even tried to operate it. 
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Mr. Pickens. There have been different processes of getting it 
direct. 

Mr. Sreep. If my memory serves me correctly, the reason they gave 
for declaring it surplus was that the capacity of the plant was no 
longer needed in the industry. 

Mr. Sueenan. Mr. Pickens, I am a little confused on this February 
date, when you said the shortage became apparent. Was that Feb- 
ruary of this year or of 1954? 

Mr. Pickens. No; February of this year. 

Mr. Sueenan. Then in reality for about 4 months the shortage has 
really hit your plant? 

Mr. Pickens. That is correct. 

Mr. Surenan. As I understand it, you worked for both Alcoa and 
Reynolds for quite a number of years? 

Mr. Pickens. Yes. 

Mr. SueeHan. In what capacity? 

Mr. Pickens. At various capacities. I was in the engineering 
department, as far as Alcoa is concerned, when I first got out of school, 
1935-41. And with Reynolds in various capacities— engineer, man- 
ager, general manager of their fabricating division. 

Mr. Sueenan. Then as such you should have obtained a pretty good 
knowledge of their general policy as to how they treat extruders. 

Mr. Pickens. The small extruder has not been a big factor until the 
last 3 or 4 years. I do not mean to sidetrack your question, Mr, 
Sheehan, but the small extruder problem is just coming into its own 
in the last 3 or 4 years. 

Mr. Sueenan. It has grewn so greatly in the last couple of 
years—— 

Mr. Pickens. That is correct. 

Mr. Surenan. That they have added a new phase to the industry ? 

Mr. Pickens. I think so; yes. 

Mr. Sueenan. In other words, some of the problems then seem to 
arise because so many new people, like some testimony we had this 
morning, have taken big amounts of metal. Two of them started here 
in the last couple of years. In other words, you feel that the problem 
is ree by a new phase of the industry? 

r. Pickens. That is correct; yes, sir; definitely. 

Mr: Strep. Does the fact that prior to 2 or 3 years this metal was 
under very strict governmental allocation have anything to do with 
the timing of this new expansion of extrusion that you speak of? 

Mr. Pickens. No. I think one of the reasons that the new extruders 
have come into their own so much is that there has been a new process, 
more or less, in that a small compact package unit has come that you 
could buy. You did not have to have four- or five-million-dollar 
plants in order to get started in the extrusion business. You could 
start with maybe $250,000 or $300,000 worth of equipment. 

And that, along with an adequate supply from a surplus supply 
actually, has stimulated this great growth in the extrusion process. 

Mr. Sreep. In other oaile the technological advancement has 
brought on this extrusion expansion ? 

Mr. Pickens. It has helped; yes, sir. 

Mr. Sueenan. I might add, from a business standpoint, aluminum 
is one of the cheapest metals, and from a competitive standpoint they 
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have been able to undersell practically every other metal for the par- 
ticular types that you are fabricating. 

Mr. Pickens. Right. And aluminum still, as far as the small ex- 
truder is concerned, he has been able to hold the price down relatively 
low. Normally, it has been following the pattern established by the 
three big companies. It has not done any particular damage from an 
increase in price standpoint. If anything, the spread has become 
narrower. ‘The last price raise in the aluminum field is always, of 
course, established by the Big Three. 

Penny-pound straight across the board. Actually, that puts a 
little squeeze—it narrows the margin of profit for the small extruder 
or the independent operator. 

Mr. Yares. Is extrusion a new phase of the business, really, that 
has occurred ? 

Mr. Pickens. No. 

Mr. Yares. I mean, a new phase in the sense that other than the 
Big Three are in it? 

Mr. Pickens. There are 100 now. It has grown from maybe 8 
or 10 in the business in 1945 to about 100 or 105 by now. That has 
primarily come about by these self-contained hydraulic-unit type 
presses. You can buy a small one that will fit maybe on this table 
top of three or four hundred tons, or you can buy 1 self-contained 
up to the large size of 3,000 to 3,500 tons which then puts you in com- 
petition with the three large producers. 

Mr. Yares. I do not understand your statement that you thought 
that there was an adequate supply of basic aluminum, if you have 
more extruders coming into the field, and the same amount of metal. 

Mr. Pickens. Well, maybe that statement is in error. Surely, I 
was trying to make the statement from maybe a long-range program 
viewpoint. It certainly is in error and as of right today. 

Mr. Yares. As of today? 

Mr. Pickens. Yes, sir. 

Mr. Yares. It is obvious you do not have a sufficient amount to 
take care of both the stockpile and the needs of the civilian economy, 

Mr. Pickens. That is correct. 

Mr. Yates. The question is, suppose the stockpile stops buying or 
satisfies its need, will you have an adequate supply to take care of 
the civilian economy and the expanding economy ? 

Mr. Pickens. If the stockpile was to stop right today, I would 
say, yes, we would be good for X number of months, whether that 
be 10 months, or 60 months, I could not say, but in that type of release 
I think I have a vague idea of what the stockpile is taking, it would 
definitely have an effect. 

Mr. Yates. With the stockpile taking the amount it is taking, we 
have a straitjacket upon the expansion of our economy as a result of, 
at least, one important segment of our economy, of the inadequate 
remaining supply; do we not? 

Mr. Pickens. Yes. 

Mr. Yares. Certainly, so far as your operations are concerned, that 
is true. 

Mr. Pickens. I believe very thoroughly in the stockpile. I believe 
it is a very fine relief value, that is, if the stockpile could take only —— 

Mr. Yates. It was not intended for that purpose. 
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Mr. Pickens. I know, but it is a very adequate thing that way. 
I believe in the stockpile just as it was intended. So 1 do not see 
how I could advocate removing the stockpile. 

Mr. Yates. One of these years we will catch up with the needs of 
the stockpile, I think. 

Mr. Pickens. It may be that it could balance out quite nicely; I do 
not know. 

Mr. Yates. It may be, we hope so, at any rate. 

Mr. Pickens. If it could re the raw, I think possibly it could. 

Mr. SHeeHan. Up to this point you as an extruder, or, let us say, 
the extruders generally, have been able to compete with the three 
major producers? 

Mr. Pickens. I think so; yes. 

Mr. SuHerenan. In selling the finished product? 

Mr. Pickens. I think we can make a definite statement to that 
effect, that of the 100 or 110 that have gone into the business, I do not 
believe there have been over the normal amount of failures, which 
may be 3 or 4. 

There have been some businesses change hands. I think that when 
you get a group going into that extent you are going to have that many 
failures. 

Mr. Surenan. Normal? 

Mr. Pickens. Yes. I think it can be answered very strongly, “Yes,” 
that you are able to compete—you are able to compete nicely. You can 
give service right at somebody’s back door, when the others, the big 
ones, have to ship from great distances, et cetera. 

Mr. Sreep. Do you know enough about the overall picture of the 
industry to give us any idea about what percent of the extrusion busi- 
ness these 100 or 110 small independents have, and what percent the 
Big Three have ? 

Mr. Pickens. I do not believe I can—no; I have not followed the 
Department of Commerce figures on that. I think they will be able to 
give you a pretty accurate reading on that. 

My main concern is that the percent has been going the opposite 
direction during the shortage. 

Mr. Steep. Whatever percent these 100 independents had is going 
down, and the percent the Big Three had is going up? 

Mr. Pickens. Right. I think that morally that is wrong. 

Mr. Arnoxp. Mr. Pickens, during this current shortage, have you 
sought any relief or advice from the Business and Defense Adminis- 
tration of the Department of Commerce. 

Mr. Pickens. I sought advice from Mr. Arthur Snow’s office. 

Mr. Arnotp. Did you state at any time to that oflice that you were 
satisfied, that your necessary requirements would be met during this 
immediate period of shortage ? 

Mr. Pickens. I do not recall that; no. 

Mr. Arnotp. Do you recall precisely what you did say, or what was 
the conclusion reached by yourself and also the office of BDSA ? 

Mr. Pickens. My statements to the Department of Commerce has 
been twofold: One, great concern of starting up in Puerto Rico, which 
I have stated we have been unable todo. We see no way of starting our 
operation in Puerto Rico. And the other is as far as Texas being able 


to probably survive this without too much difficulty. I have stated 
that. 








104 ALUMINUM INDUSTRY 


I have still tried to keep the pressure on that office, however, to the 
effect of getting additional relief from the three primary producers, 
as well as Alcan. 

Mr. Arnon. As of this moment you still feel that you do need addi- 
tional relief ? 

Mr. Pickens. We definitely need additional relief. We are running 
hand to mouth. For instance, I should not be surprised if we do not 
shut down the end of this week due to a metal shortage. We are going 
through a very bad time where we have been unable to pick up sufficient 
quantity of scrap and our pig supply is low. I believe Kaiser is about 
60,000 pounds behind. 

Mr. Yares. Are you getting any at all from Reynolds? 

Mr. Pickens. Yes; we received a load yesterday—our truck picked 
up a load in Arkansas yesterday. 

Mr. Yates. From the Reynolds Co. ? 

Mr. Pickens. Yes. We are receiving about 50 percent of what we 
feel and I believe what their local representation feels we should be 
receiving from them on our historical pattern. 

Mr. ArNotp. Have you been contacted by any member of the Small 
Business Administration ? , 

Mr. Pickens. No, not yet. I have been in contact with Representa- 
tive Multer. 

Mr. Yates. He is not a member of that. 

Mr. Arnotp. I mean the agency, apart from the committee. 

Mr. Pickens. Excuse me, no. Other than with Representative 
Multer, because of certain statements I believe that he made in Puerto 
Rico to Mr. Moscosso, the Governor. 

Mr. Arnotp. Mr. Multer requested the Small Business Administra- 
tion to try to give you some specific help ? 

Mr. Pickens. Right. I believe Mr. Moscosso sent cables to the 
three prime producers, and also to Representative Multer. 

Mr. Arnoup. Mr. Multer was informed through a member of our 
staff, Mr. Maness, so far as Puerto Rico was concerned, that they 
no longer had any problems and that also applied to Texas. 

This is my understanding. We can later work this out. 

It is your position that you have not received sufficient help? 

Mr. Picxens. I received in a biweekly report from our plant man- 
ager in San Juan a copy of a cable that he had received from Repre- 
sentative Multer’s office to the effect that both Alcoa and Kaiser had 
given us sufficient relief for our needs in Puerto Rico. That was the 
first I knew. I called Representative Multer’s office and found out 
that Mr. Maness was handling it. I called Mr. Maness and told him 
we had received no relief other than a token relief from Alcoa. 

We had an order with Reynolds in Puerto Rico. They canceled 
the order. It was a confirmed order. They canceled it completely. 

Kaiser has stated all along that they are not going to send any to 
Puerto Rico, period. 

And Alcoa stated they would be very glad to help us, but 75,000 
pounds in 3 months is not sufficient—you cannot start a plant with 
that. That is 25,000 pounds a month. We need 10 times that much 
to get started. 

Mr. Streep. Do the Big Three, or any of them have any plants in 
Puerto Rico? 
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Mr. Pickens. No. 

Mr. Sreep. Of their own ? 

Mr. Pickens. No, they have none. 

Mr. Yares. Is yours the only plant? 

Mr. Pickens. Ours is the only extrusion plant in Puerto Rico. 

The reason they consider it so important is that it is a core industry. 
We supply two other groups of plants there. 

Right now there are 12 new plants planning to come to Puerto Rico. 
There are presently seven aie users of extrusions in Puerto Rico. 

So that the market is there. 

The Government is most anxious to get our plant started, so that 
they can better their economy by letting us supply these 20 or 22 
plants that will be there. 

Mr. Yarrs. You mean the Puerto Rican government ? 

Mr. Pickens. That is correct, the seedpiahiiel daieoleateventt committee, 
headed by Mr. Moscosso. 

Mr. Srreep. Where are they getting their extrusions now? 

Mr. Pickens. They are buying them from Reynolds, Kaiser, Alcoa, 
and possibly some from Engiand. I know they have purchased some 
from England. 

Mr. Yates. Are there any other questions, gentlemen ? 

Mr. Pickens. One company, and I would rather not say which, 
went so far as to send a letter to one of the customers to the effect, Do 
not buy from Commonwealth, because they cannot get any metal. We 
can supply you, but Commonwealth cannot. 

Mr. Yares. They sent that message to one of your customers? 

Mr. Pickens. One of our potential customers. It was in the form 
of a letter. I saw that. 

Mr. Yares. Are there any further questions? 

Mr. Pickens. This thing could get rough. 

Mr. Yares. I imagine it could. 

Mr. Pickens. But we are sitting down there twofold; one, with 
our invested money; and with a staff that we have trained, primarily 
of Puerto Rican boys, all of them college graduates, that we sent to 
Texas and have trained. And we are sitting down there with no 
possible chance of operating the thing. 

At the same time the Government is interested. This core industry 
can meammany jobs to Puerto Rico. We only employ about 125 as it 
stands now, but the other industries coming to Puerto Rico could 
increase that to 1,000 or 1,500 or 2,000 employees. They realize that 
very much. 

Mr. Yares. It looks like you will have to get your own pot; does 
it not? 

Mr. Pickens. It surely does. Of course, it is a great expense to run 
a reduction plant. It has to be confined to a large substantial 
industry. 

Mr. Yares. Either that, or you will have to invent one of these 
“Do it yourself” as they did in the extrusion part. 

Mr. Pickens. Yes, sir. 

Mr. Yates. Thank you very much. 

Mr. Pickens. Thank you. 

Mr. Yates. We have one more witness. 

We will next hear from Mr. Carl Burton. Will you state your name 
for the record ? 
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STATEMENT OF CARL H. BURTON, SECRETARY, ALUMINUM 
SMELTERS RESEARCH INSTITUTE, CHICAGO, ILL. 


Mr. Burton. Mr. Chairman and gentlemen of the committee, my 
name is Carl H. Burton. I am secretary of the Aluminum Smelters 
Research Institute, 20 North Wacker Drive, Chicago. I have been so 
employed for the past 12 years, before which I was chief of the Recla- 
mation and Inventory Branch of the Aluminum and Magnesium Divi- 
sion, War Production Board. 

Aluminum Smelters Research Institute is the trade association of 
the aluminum smelting industry, and has so functioned for the past 
26 years. Based on reports of the Bureau of Mines for the entire in- 
dustry, the members of the ASRI ship a large percentage of the prod- 
ucts of the aluminum smelting industry. Practically all aluminum 
smelters fall within the category of small business. 

The aluminum industry is a dual producing industry with two 
distinct sources of supply. That of the virgin aluminum producers 
is mainly ore (bauxite), that of the aluminum smelting industry is 
primarily aluminum scrap. 

The aluminum smelting industry’s major interest is supplying cast- 
ing alloys to the 2,500 or more aluminum foundries and diecasters; 
in fact, 80 percent of the smelters shipments go to foundries and 
diecasters. The balance of smelter ingot goes mainly to the steel 
industry for use in production of steel. 

Historically the major portion of overall tonnage of aluminum- 
castings production comes from smelters—or secondary alloys. In 
1954, the ratio was 60.6 percent established from the aluminum smelt- 
ers casting ingot shipments as reported by the Bureau of Mines 
factored against aluminum-castings shipments reported by the Bu- 
reau of Census. 

Diecasters have stated that they rely on smelters for 85 percent 
of the aluminum they cast. 

Aluminum serap constitutes almost 20 percent of our entire alumi- 
num supply, including substantial imports. In 1954 the total alumi- 
num metal supply was approximately 4,100 million pounds. 770 
million pounds of this was scrap. 

The basic raw material of aluminum smelters and their customers 
is aluminum-alloy scrap purchased in the open market. To this 
scrap, the smelter adds varying amounts of pure aluminum and other 
metals in producing the alloys required by his customer—but the 
principle raw material is aluminum scrap. 

Smelters consume approximately 70 to 72 percent of aluminum 
scrap according to the Bureau of Mines. 

While smelters are not engaged in either the | eo ye of virgin 
aluminum or in the wrought products field, the fact that most of the 
aluminum scrap consumed by smelters comes from the fabrication of 
wrought products, and wrought products generally are produced 
from virgin aluminum, makes it imperative for smelters to have 
cognizance of the activities and potentials of those segments in order 
to adequately plan the course of their own operations. 

Since the several segments of the aluminum industry are thus inter- 
twined, it appears fitting to here make brief comment on the primary 
aluminum situation, as we see it, but to permit the development of 
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details thereon to come from other, and probably, on that subject, more 
competent witnesses who undoubtedly have or will appear before you. 

Government reports for 1954 indicate that domestic virgin alumi- 
num production of 2,921 million pounds was adequate to take care 
of the shipment of 2,100 million pounds of wrought products and 425.7 
million pounds of “ingot other than secondary”—I might say those 
quotes are there because the BDSA has used that characterization in 
their analyses—and leave a reasonable amount in excess. That ex- 
cess, plus a tonnage equal to the total virgin imports was available 
for stockpiling. 

Another factor bearing on this phase is that from December 31, 
1953, to December 31, 1954, stocks of ingot at reduction plants declined 
by 36.5 million, thus adding to the amount of virgin metal circulated 
in 1954. 

My calculations for 1955 based on those facts which are now matters 
of record, are that domestic production will be just about adequate to 
cover domestic primary demand if stockpile purchases, or commit- 
ments to stockpile, are reasonable. 

It seems quite evident that one or the other, or both, were not 
realistic in 1954, resulting in the confusion which has existed this 
year and which brought about the recent cutback of 150 million 
pounds of shipments intended for stockpile during the first half of 
this year. 

Projection of my calculations to and including 1958 all domestic 
production plus 150.0 million pounds of imports will be required by 
industry. Stockpiling will then, in my opinion, either continue to 
compete with industry for the inadequate metal supply or rely com- 
pletely on stepped up imports and/or increased domestic production. 

The cutback of 150.0 million pounds from shipments to stockpile is, 
of course, helpful in the overall, freeing just that much metal from 
sterility. In fact, it was positively essential to abate the confusion 
and prevent utter chaos. 

However, it could not possibly have lived up to “its billing” as relief 
insofar as small foundries and smelters are concerned. It does not 
supply the entire solution to the problem. I propose to discuss this 
subject in more detail a little later in this testimony. 

Bearing in mind as outlined above, that foundries rely upon smelters 
for the bulk of their casting ingot, and that smelters use 70 percent of 
the scrap consumed, I propose to dwell on the scrap phase of the 
aluminum system. I shall attempt to do this with a minimum of 
confusing figures, particularly since much of the scrap supply and 
foundry ingot coat is not too complex, and rather simple of solu- 
tion. It is my hope that by sketching several major factors in rather 
broad relief, the committee members will ask such questions as will 
develop for them, the details required for their complete under- 
standing. 

SCRAP SUPPLY AND DEMAND 


The United States has never been self-sufficient in aluminum scrap 
any more than it has been self-sufficient in total aluminum except for 
a very few occasions, and those were of very short duration. We have 
always been substantial importers of scrap. This has repeatedly been 
recognized by a succession of Congresses which, year after year, have 
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extended laws exempting aluminum scrap from import duties to stimu- 
late its flow. , 

I do not foresee any important alteration in this situation, now or in 
the next several years. My projections continue to show a very 
delicate state of balance between domestic demand and domestic scrap 
supply plus possible imports. 

Statements have been made in the press and otherwise that foundries 
have not been able to get ingot. That may be quite true with respect 
to virgin ingot, but it has not been true up to this time with respect to 
ingot from smelters. 

I do not know of nor have I been able to find, one single case where 
any foundryman or diecaster has been unable to get ingot from 
smelters if he was willing to pay the quoted market price which the 
smelter is required to charge by reason of the high cost of scrap which, 
in turn, is brought about by the necessity of meeting the price which 
foreign buyers are willing to pay. 

Market prices for smelters ingot are not arbitrary figures picked 
out of the air, but are determined mainly by the cost of scrap. Scrap 
prices are determined by the law of supply and demand. Over the 
past 9 or 10 months demand for scrap has been aggravated by abnormal 
pressures from export markets. 

These pressures have forced smelters alloys to points substantially 
above the posted prices of virgin producers for comparable alloys, 
whereas their normal relationship is at, or slightly ian producers 
quotations. 

We do most deeply sympathize with a foundryman caught between 
rising metal costs on one hand and his customers’ resistance to rising 
castings cost on the other, and have repeatedly pled with the Govern- 
ment authorities to recognize the threat and take steps to correct the 
situation. While deploring the necessity for the higher prices, they 
have been forced to adopt by virtue of the need to meet export prices 
for scrap, smelters appear to have deemed it better to have ingot for 
delivery to their customers, regardless of price, than to have a lower 


price quotation with no ingot to assist customers in keeping their 
foundries running. 


EFFECT ON FOUNDRIES AND DIECASTERS OF RECENT CUTBACK FROM STOCK- 
PILE SHIPMENTS 


In the historical pattern of distribution of virgin aluminum by the 
producers, from the figures available to me, it appears that only 8 to 10 
percent of their production of metal is shipped to foundries—includ- 
ing captive. 

It is logical to expect that any extra metal inherited, such as relief 
from stockpile shipments, would be distributed on the historical pat- 
tern. It is also logical to expect that in a competitive field each bene- 
ficiary of the additional metal would dispense his historical percent- 
age to his regular customers. That is completely understandable and 
is mentioned as an economic fact—not in any way as criticism. 

However, the fact is that generally speaking, it has been the larger 
foundries and diecasters, buying in large quantities, who have had a 
history of being “on the producers books,” not the multitude of small 
foundries and diecasters who cannot, and do not, buy in large quanti- 
ties, and who do not normally appear “on the producers’ books.” 
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The “little fellow” and the new venture are consequently not eligible 
to share to any great degree in the “inheritance.” They must, there- 
fore, as always, rely upon smelters for their supply. 

As I have shown, the share—8 to 10 percent—of all foundries and 
diecasters in the 150 million pound cutback on an historical basis, 
could be expected to amount to not more than 15 million pounds of 
additional metal over the first 6 months of this year—or 2.5 million 
pounds per month. This is in the face of a monthly casting production 
figure now running at about 65 million pounds. 

“Release of these comparatively smal] additional amounts to those 
foundries having a history of being “on the producers’ books” actu- 
ally gives those foundries an unfair advantage over others who were 
not “on the producers’ books.” 

The same situation would hold true if later and greater releases of 
stockpile shipments were made in sufficient quantities to permit pro- 
ducers to invade the small foundry field and ship to “new” customers 
or to those whose “historical pattern” has always been reliance upon 
smelters. 

This would actually constitute a realinement of customers by Gov- 
ernment fiat, pricing the smelting industry out of business unless at 
the same time the smelting industry were to be freed from the infla- 
tionary push on scrap prices caused by export demand, which would 
permit their products to be priced competitively with those of the vir- 
gin producers. 

It is this pressure of export prices which constitutes the barb on 
the hood of the problem of foundry ingot supply at prices comparable 
to the quotations of the virgin ssesiniciars: 

Mr. Yares. The bells indicate that we must answer a quorum call. 
We have to go to the floor to answer it. 

We will come back at 1:30 to complete your testimony. I am sorry 
that this interruption took place in the middle of your statement. 

Mr. Burton. That i is all right. 

Mr. Yates. We will now recess until 1:30 o’clock. Thank you, Mr. 
Burton. 

(Whereupon, at 12:15 p. m., the committee recessed, to reconvene 
at 1: 30 p. m., of the same day.) 


> «* AFTERNOON SESSION 


Mr. Yates. The hearing will come to order. 

Mr. Arnoip. The committee has received a statement from James 
W. Wolfe, executive secretary of the Non-Ferrous Founders’ Society, 
Inc., Chicago, Il., which will appear in the record at this point. 

(The statement referred to is as follows :) 


STATEMENT BY JAMES W. WOLFE, Executive SECRETARY OF THE NON-FERROUS 
Founpvers’ Society, Inc., Cu1cago, IL. 


My name is James W. Wolfe. I am the executive secretary of the Non-Ferrous 
Founders’ Society, a national organization of foundries producing copper base, 
aluminum base, and magnesium base alloy castings. The membership of this 
society represents approximately 70 percent of the total production of jobbing 
foundries. I have held this position for 10 years and am intimately acquainted 
with past and present conditions. 

The industry we represent consists of approximately 2,500 independent com- 
panies, in most cases, owner or partnership operated. According to the latest 
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Bureau of Census figures (1947), the following table shows the variation in 
size of operation by number of employees: 





Accumulated 
Percent percentage 
totals 


1 to 4 employees_ _- 

5 to 9 employees 

10 to 19 employees 

20 to 49 employees Somat 
50 to 99 employees_--.-..--- 
100 to 249 employees 

250 and up employees 





According to the above census figures, 86 percent of nonferrous founders would 
be classified as very small. However, on account of the present business decline, 
we believe that the number of foundries employing from 1 to 50 persons is closer 
to 92 percent. 

I would also like here to clarify expressions which will be used from time 
to time. 

Nonferrous foundries: Those who make castings from copper, aluminum, and 
magnesium base alloys. 

Primary producers: This refers to the three large companies—Alcoa, Reynolds, 
and Kaiser. 

Secondary producers: This refers to those companies who buy scrap and pro- 
duce ingot, sometimes known as secondary smelters. 

Primary aluminum: Aluminum alloys made by primary producers. 

Secondary alloys: Those made by secondary smelters. 

Virgin ingot: That material made by primary producers—unalloyed aluminum. 

Historically, secondary aluminum ingot is several cents per pound in cost 
below primary ingot. However, approximately 8 months ago, due to the grow- 
ing searcity of scrap, secondary prices began to climb above the price of primary 
until it reached the point between 35 and 40 percent above. Within the present 
month, however, these secondary prices have dropped approximately 10 percent, 
but are still far from their historic position. 

Within the past 60 days, reports from various parts of the country indicate a 
much lower level in the production of aluminum castings. The major reason 
given is that customers are resisting higher metal prices to the extent of buying 
immediate needs only. Another reason is that some production formerly in 
aluminum has been switched to cheaper metals such as gray and malleable iron. 

Approximately 80 percent of the metal used in foundries is alloyed with 
scrap. The only variation is that metal primarily designed for use by the Armed 
Forces which must be made almost entirely from virgin material. Approxi- 
mately 60 percent of the aluminum ingot used in this industry is from secondary 
producers and it is these producers who have had to raise their prices drastically 
in order to serve the industry. Some foundries are able to buy primary ingot 
which has had a very stable price. But distribution of this primary ingot is 
based almost entirely upon historic pattern. In other words, most of the larger 
foundries who ordinarily do types of defense production have necessarily had to 
buy the highest grade metal obtainable only from the prime producers. Thus, 
in time of shortage, these larger foundries are able to obtain a certain per- 
centage of prime metal, in accordance with their past purchasing experience. 
Where there is no pattern, or a reduced pattern, all foundries must then depend 
on the production of secondary aluminum ingot. As a result of price increases 
on secondary ingot, they have been squeezed profitwise. 

The recent release from stockpiling of 150 million pounds of virgin aluminum 
was heralded as the answer to the foundry and independent fabricator’s problems, 
and was seized upon by Government agencies as the heaven-sent answer to our 
troubles. But it has not been thus. Recently, when copper was released from 
stockpiling, the Copper Division of Business and Defense Services Administration 
of the Department of Commerce allocated copper to those in need only, and all 
legitimate needs of our industry were met. 

In contrast, on the 27th of April this year, just after the release of this 
aluminum from stockpiling, the Aluminum Division of Business and Defense 
Services Administration gave assurances that all of this metal would find its 
way into the hands of independent companies. However, when this release was 
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made, no firm premise for distribution was required by the Office of Defense 
Mobilization, and reports received by this office indicate that only one of the 
large prime producers has taken the share which was released to them from 
stockpiling and has distributed practically 100 percent to their customers. With 
this exception, complaints are being received that the other producers are not 
as yet meeting their commitments. Perhaps under similar conditions, I also 
would find a way to use the metal myself, but that was not the intention, 
or so we were advised. The relief that was expected has not materialized. 

The writer has made protestations to the Bureau of Foreign Commerce and 
others interested in Washington asking that until all metal reaches its historic 
position and inventories are built up as they should be, all export licenses be 
denied. By allowing promiscuous licenses for the export of scrap, the Bureau 
of Foreign Commerce has done a great disservice to domestic industry. 

In answer to a telegram sent to Secretary of Commerce Weeks, on March 15, 
1955, wherein a complete cessation of scrap exports and release from stock- 
piling was urged, a reply was received from Mr. John C. Borton, Director of Of- 
fice of Export Supply, dated April 5, 1955, in which was this paragraph: 

“It should be pointed out that while these cutbacks were necessitated by the 
current domestic supply position, they nevertheless represent a very severe limi- 
tation on exports and have already resulted in a number of hardships not only 
to the United States exporting trade but also to friendly foreign countries which 
are dependent upon the United States for a portion of their copper requirements. 
Short of unforeseen adversities in the supply situation, it is not believed that 
total embargo of exports is justifiable at this time.” 

May I point out that the only hardships mentioned in this paragraph are those 
of exporters and friendly foreign countries. Certainly small business is not 
included. 

In answer to a letter which I sent to Mr. Borton on April 7, 1955 (copy of my 
letter is in the files of your committee) Mr. Forrest D. Hockersmith, Acting 
Director of the Office of Export Supply, said in part: 

“The comments presented in your letter have been carefully noted. At the 
outset, I should like to point out that in the administration of export controls, 
the Department is concerned with the welfare of all segments of the United 
States industry—producers, distributors, exporters, etc.—and not with just 
one particular branch or party. It is recognized that among such divergent 
groups there are frequently conflicting economic interests and view points in 
regard to particular Government policies. Through the media of industry ad- 
visory meetings, correspondence and personal contacts, the Department at- 
groups there are frequently conflicting economic interests and viewpoints in 
that it may be in a better position to more intelligently carry out its responsibili- 
ties. In this connection, a meeting of the Aluminum Smelters Industry Advisory 
Committee will be held on April 20 under the auspices of the Business and De- 
fense Services Administration.” 

As explained previously, 80 percent of our aluminum ingot is based on or has a 
high content of scrap material and if I may add, in copper-base alloys, 95 percent 
of our raw material is made from scrap. It is hard to realize that if the welfare 
of allesegments of United States industry is to be considered, why then, is the 
bread and butter of one particular branch favored for export over all others? 
We cannot believe that this is a fair interpretation of national policy toward 
small business. 

As noted in the above quotation, the Bureau of Foreign Commerce supposedly 
gets its information through industry advisory meetings, correspondence, and 
personal contact. But at no time within the past year and a half has the foundry 
industry been consulted through an advisory committee meeting, by one letter 
or by one phone call, and it was not until April 20, last, that the aluminum 
smelting advisory committee, composed of secondary smelters, was called together 
and this meeting was not under the auspices of the Bureau of Foreign Commerce. 

On March 22, at a meeting of the National Association of Waste Material 
Dealers in Chicago, Mr. Burton, of the Bureau of Foreign Commerce, made this 
statement : 

“The Export Control Act, from which we derive our authority to control exports, 
specifically states that with respect to commodities in short supply, the authority 
should be used only ‘to the extent necessary to protect the domestic economy from 
the excessive drain of scarce materials and to reduce the inflationary impact of 
abnormal foreign demand.’ ” 

May I particularly call your attention to the latter part of this statement: 
“To reduce the inflationary impact of abnormal foreign demand.” On June 15, 
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1954, at a copper industry meeting, under the auspices of the Department of 
Commerce, Washington, D. C., the subject of exports was discussed thoroughly 
and recommendations by different individuals were made concerning the shortage 
which was developing. Two answers given at that meeting, and I do not remem- 
ber the name of the gentleman who made the comment, were so flagrant that 
they were impressed indelibly upon my mind. The first was “there is no shortage 
of metal—you can get all you want if you are willing to pay for it,” and the second 
was “the imposition of export controls is substantially a price control which the 
administration does not favor.” No one in our industry wants price control, 
neither do we want studied inflation, which is especially prohibited by the Exports 
Control Act. The two statements are awfully hard for an industry of small- 
business men to swallow. 

The members of our society are dedicated primarily to make available to the 
United States Government in time of need, the facilities of the nonferrous 
foundry industry and to provide a means of liaison between this industry and the 
Government on any matters of mutual interest and to be of such help and assist- 
ance as may from time to time become desirable or necessary. We are willing at all 
times to cooperate with any branch of Government activity and we feel that in 
return, Government departments should cooperate with us. We realize we are 
only a small segment of a large industry but we are a necessary segment for 
defense of the country and we do not feel that our future should be controlled 
by those who have no responsibility toward us, who do not care to find out any- 
thing about us, and who may consider our particular branch of industry as 
inconsequential. 

Suppose I put it in simple words. We are not asking for any special favors, 
but we are becoming very unhappy with the apparent lack of knowledge of or 
interest in our problem. 

I wish to extend to your committee my thanks for the privilege of presenting 
the industry’s feelings and I trust that out of your investigation, will come some 
concrete help for this small-business segment of the nonferrous castings industry. 


STATEMENT OF CARL H. BURTON—Resumed 


Mr. Yarrs. Mr. Burton, you were proceeding with subsection III 
of your statement, which appears on page 8. Do you want to con- 
tinue? 

Mr. Burron. Thank you, Mr. Chairman. 


EXPORTS—THEIR EFFECT 


I have stated above that the balance between domestic demand and 
domestic supply plus imports of aluminum scrap is so delicate as to 
constitute practical oneiltinines now and for several years to come. 
That balance appears to me to be such that even any attempt to build 
back any depleted inventories of scrap, would be painful to consumers; 
exports will produce the same effect. 

That little reserve of aluminum scrap which existed in inventory in 
1954 appears to have gone to satisfy the fantastic increase of exports 
in 1954. In that year, exports reached 78.1 million pounds while 
our normal export picture has been under 3 million pounds per year 
in every year except 1953 when they reached 8.7 million pounds. No 
such proportionate increase in scrap supply took place. 

As early as November 1953 smelters sensed the danger in the then 
rapidly mounting export rate and called it to the attention of the 
BDSA, and the Bureau of Foreign Commerce of the Department of 
Commerce. Repeated efforts to show the danger, and requests for 
relief through curtailment of exports brought no effective relief, and 
exports continued to mount. 

After seriously depleting their inventories of scrap in an effort to 
resist the pressure from these export demands and faced with failure to 
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receive enough scrap, smelters were finally forced to raise their scrap 
purchase price to the level established by exports. 

Bear in mind, if you will, that the United States total scrap receipts 
including imports in 1954 appears to have been 692.1 million pounds, 
but 757 million pounds were consumed domestically and in exports. 
That means that 64.9 million pounds of exports came from domestic in- 
ventories. 

When it is realized that out of a total scrap consumption of 757 
million pounds exports of 78.1 million pounds established the price 
of scrap, we are faced with the fact that 10 percent of the scrap was 
allowed to control] the entire market and bring on the foundries the 
burden of higher metal costs. 

When the smelting industry, which foresaw much of the present 
dilemma, made recommendations to the Bureau of Foreign Commerce, 
it was informed that the Government felt these exports to be necessary 
for international reasons. Accepting that as a fact, the smelting in- 
dustry stated in Industry Advisory Committee meetings that if our 
Government deems exports of aluminum are necessary, then the smelt- 
ing industry would be perfectly willing to contribute its proper pro- 
portion, but that the other segments of the aluminum industry should 
do likewise—that is, the extruders, the sheet rollers, the foil segment, 
et cetera. 

Our stand was and is, that since scrap represents approximately 20 
percent of all aluminum supply, then 20 percent only of the needed ex- 

yorts should be taken as scrap—the balance to be in virgin ingot. 
hat would spread the responsibility for activating foreign relations 
policy over each segment of the aluminum industry proportionately. 

I make this suggestion in the full knowledge that our friends abroad, 
to whom our aluminum scrap has been exported, maintain high-pro- 
tective tariffs on the importation of aluminum in pig or ingot form, 
but none on scrap. Iam also aware that this makes scrap the attractive 
subject for importation into those countries. 

To overcome the buyers’ objections to paying import duties to their 
own countries on pig or ingot, then let our Government, if it deems 
these exports essential, subsidize the 80 percent of exports required 
under my suggestion to be taken in virgin metal. That would certainly 
not be any startling innovation, but it would spread the burden of 
these export drains over all our aluminum system proportionately 
rather than concentrate them on the smelters’ raw materials; that is 
scrap. 

Our alternate recommendation was and is, that exports of aluminum 
scrap be restricted to not more than 1 million pounds per month. 

In reviewing the whole problem, certain aspects become very con- 
fusing to this witness. One of the most confusing and disturbing is 
why—after all, the taxpayers, through their Government, have sub- 
sidized expansion of virgin aluminum production via fast amortiza- 
tion and guaranteed markets (stockpile) under the impression that 
the expansion and stockpile are vital to the defense of our country— 
why do we turn around and allow 64.9 million pounds, or any appre- 
ciable amount, of that vital metal supply to go abroad ? 
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Another very important point baffling to me is that while in the 
Stockpile Act there is no provision or intent to stockpile scrap—that 
is indirectly what is happening. As long as producers can take virgin 
metal out of their systems for shipment to stockpile and replace part, 
or all, of that metal in their systems through purchases of scrap, we 
have an indirect method of stockpiling scrap. This operation is ¢ 
control device through which producers have an unwarranted lever on 
the scrap market, and supply. 

Here again, as in exports, we have an example of scrap supply which 
represents 20 percent of our metal supply, being further pinched, in 
this case to replace virgin metal shipped to ‘stockpile. Why should the 
factor representing 20) percent—unsubsidized in any way—be called 
upon to bear any portion of the obligation of the subsidized 80 per- 
cent? It does not end with the present situation but remains as a 
threat to scrap supply as long as stockpiling lasts. 


CONCLUSIONS AND RECOMMENDATIONS 


I have said that the problem of ingot supply for foundries at ac- 
ceptable prices is one of rather simple solution. I believe the problem 
can be promptly and effectively solved by the following actions. 

1. Drastically restrict exports of aluminum scrap. By this action, 
supply will be conserved and we will no longer have 10 percent of 
supply controlling the market of the other 90 percent. 

». For such time as virgin producers have Government stockpile 
as a refuge for any part ‘of their virgin production, any stockpile 
requirement or right, any producer may have for any period (quarter 
or month) be reduced by substantially the amount of scrap he has 
pure Named or received on toll or conversion arrangement over the then 
immediately past similar period (quarter or month). 

Temper stockpile purchase with moderation on the basis of metal 
actually on hand and unsold to industry rather than on forward 
commitment based on expectation of what will be immediately unsal- 
able to industry. 

If these actions are taken, in my opinion there will be no “aluminum 
problem” in the acute sense such as the one which has brought on these 
hearings. . 

May I digress here at this point, Mr. Chairman, and refer to the 
letter you wrote me, in which you asked some specific questions which 
are not answered in this text. 

Most of the questions asked in your letter of May 13, inviting me 
here, are answered in the text. However, I notice you asked for the 
requirements for the remainder of 1955 and all of 1956. 

I think the total scrap required in domestic use for the remainder 
of 1955 will be about 592 million pounds; and for 1956, I assume we 
will require 809 million pounds of scrap. This is in the overall. 

Mr. Yates. This is for domestic consumption ? 

Mr. Burton. That is corr ect, domestic consumption. 

The smelting industry will, in my judgment, require for the bal- 
ance of this year approximately 400 million pounds of that 592 million 
pounds, and for 1956 will require 553 million pounds. 
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My estimate is that the supply will just cover those requirements if 
exports are held to our minimum recommendation. 

May I thank the committee for its courtesy in hearing me, and 
applaud it for its active interest in this important question. 1 shall 
be very happy to attempt to answer any questions in clarification of 
any point in this testimony. 

Mr. Yates. Thank you for your statement, Mr. Burton. 

You indicate that as a suggestion the primary producers be re- 
strained in the accumulation of scrap. 

Mr. Burton. The purchase of scrap. 

Mr. Yates. The purchase of scrap. 

Are they purchasing much scrap ? 

Mr. Burton. Yes, they purchase—the figures from the Bureau 
of Mines indicate that the producers normally purchase about 22 
percent of the amount of scrap consumed in the country. It varies. 

At the present moment their purchases have been quite low. The 
last report is for February, when the Bureau of Mines reports the 
producers’ purchases were 17 percent of the consumption. 

Mr. Yates. Any questions? 

Mr. Streep. On page 9 of your prepared statement you discuss these 
exports and their value to some international relations problem. Are 
you familiar with the countries receiving most of this exported stuff? 

Mr. Burton. Most of it has gone to West Germany and to Italy; 
primarily to West Germany, to my knowledge. 

Mr. Streep. The suggestion you made for putting a limitation on 
exports, have you made a study of the situation to know whether 
that can be done under existing: law, or whether it would require addi- 
tional legislation ? 

Mr. Burton. It is my understanding that the law under which the 
Bureau of Foreign Commerce operates would be able, by administra- 
tive action, to curtail exports because of the conservation of a strategic 
material. In addition, I believe they have the power to look after the 
welfare of domestic industry in making their decisions on what effect 
exports will have. 

Mr. Steep. As I understand one of the points you have made here, 
the shortage of scrap, as against the overall demand for it, has caused 
an unduly high price for that type metal. And you have no hope of 
that type situation changing in the foreseeable future ? 

Mr. Burton. There might be very short duration periods when 
things will change up or dow n, but in the overall, I see no change in 
the situation. 

Mr. Streep. What is the principal source of scrap? 

Mr. Burton. Most of the scrap, as [ have mentioned in my state- 
ment, comes from the fabricating of products; that is, the extrusions, 
the sheet, the tubing, and so forth, produced by both the primary pro- 
ducers and the independent extruders, whom you have heard from 
this morning. 

The fabrication of those sheets into consumer articles generates the 
bulk of the scrap in the country. 

In addition to that, there is always the return of obsolescent scrap 
coming from the wearing out, the discarding of household equipment, 


machinery, and so forth. That runs about 150 million pounds per 
year now. 
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Mr. Steep. Do you have any information about how much scrap 
the junking of military aircraft and other military equipment amounts 
to? 

Mr. Burron. Not as a separate and distinct item, I do not have. It 
is a very respectable figure. I think in the testimony here this morn- 
ing by, I believe it was Mr. Champion, it was mentioned that Tinker 
Air Force Base generates approximately 3 million pounds of scrap 
per year. There are other bases that generate scrap in the Air Force. 
There are also naval establishments generating scrap, and in some 
cases running it down into pig. 

I can’t give you the amount that comes from Air, exactly. 

Mr. Steep. Are you in a position to state as to whether or not you 
feel the military does a good scrap recovery job? 

Mr. Burton. I don’t believe I am in a position to say that they do 
or they don’t. I think you could develop that from competent testi- 
mony from other sources. 

Mr. Srexp. I asked the question because I thought you might have 
some information as to probable additions to the scrap pile, if they 
did a better job. Iam not familiar with it, either. 

Mr. Burton. I would not feel competent to make a remark on that. 

Mr. Streep. That is all. 

Mr. Yates. Mr. Sheehan. 

Mr. SHEEHAN. You stated that historically we were substantial im- 
porters of scrap ? 

Mr. Burton. Yes, sir. 

Myr, SHEEHAN. Do we import any at the present time ? 

Mr. Burton. All we can get. 

Mr. Sueenan. How is it in relationship to the poundage we used 
to import ? 

Mr. Burron. We have imported as high as 144 million pounds in 
1 year, roughly. And last year we imported in the neighborhood of 
16 or 17 million pounds. 

Mr. SHeeHAn. That is 1954? 

Mr. Burton. Yes, sir. 

Mr. SHerHAn. How does that compare with 1953 or 1952? 

Mr. Burton. If you will allow me to refresh my memory, I will try 
to give you that figure. 

Mr. SueenHan. Or better yet, if you know, the average of the last 
10 years that we were importing, against our last. year’s receipts. 

Mr. Burron. I would say the average in the last 10 years would 
be in the neighborhood of 50 to 60 million pounds, possibly slightly 
higher, because you are going to include in there some heavy imports 
when it went up as high as 150 million pounds a year. 

Mr. Sueenan. Then, is it safe to conclude that not only are we 
losing metal by exporting it, but we have also lost our imports? 

Mr. Burton. Yes; because the foreign market has put greater 
pressure on the scrap we have normally imported, as well. 

Mr. SueeHan. What is the principal source of the scrap that we 
have imported from this country ? 

Mr. Burton. I don’t quite get your connotation of source. 

Mr. Sueenan. I mean, are they taking material from your type 
of operations, from the smelters? 
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Mr. Burron. I think that it comes from the great mass of dealers 
over the country, the same sources from which the smelters purchase 
their scrap. 

Mr. Surenan. In other words, instead of historically taking care 
of people who used to buy the scrap, the smelters, the aluminum 
cuales are now selling it abroad because they can get a higher price? 

Mr. Burton. It could be; yes, sir. And we buy from the same 
sources, that is, the dealers. 

Mr. Sueenan. Isee. It is my understanding that the Department 
of Commerce has set export allocations of scrap for this year. Has 
the Department of Commerce ever gone out in the industry to get 
some of that scrap for export themselves, or helped to get it? 

Mr. Burton. I don’t know of any instance where they have. May 
I say that if they have set an export quota for this year it is totally 
unknown to us. They did set an export quota, licensing quota, of a 
maximum of 9,000 tons for the second quarter of 1955, and charac- 
terized it as a curtailment, whereas it is an infinitesimal curtailment 
over the rate of shipment that existed during last year. 

Mr. SHeenan. Well, as I understand the situation, there was ap- 
proximately 78 million pounds exported last year, so if they set a 
quota of 18 million pounds in 1 quarter, that would be 72 million 
pounds in 1 year, which would be, roughly, just 10 percent. 

Mr. Burton. Half a million pounds a month so-called relief. 

Mr. SuHeenan. So it wouldn’t be very much so far as the industry 
is concerned. 

Mr. Burton. No, sir. 

Mr. SuHeenan. That is all I have, Mr. Chairman. 

Mr. Yares. Where de we historically import our scrap from, what 
nations? 

Mr. Burton. We buy all over, largely from European nations— 
Holland 

Mr. Yares. Isn’t it your impression that the demand of Western 
Germany and Italy aren’t satisfied from those nations now ? 

Mr. Burron. I suspect that there is great pressure on those nations 
because of their proximity and because of the world price of scrap. 
I think the little we get in from those cuntries now probably comes 
about purely because of some oldtime commercial relations that cer- 
tain people may have had with companies abroad. 

The best source of our imports at the moment is, of course, Canada. 
We get normally a large proportion of the Canadian exported scrap. 
However, our proportion of Canadian scrap which has been exported 
to the United States is not as great as it was. Some of it has gone 
to Europe under these high prices. 

Mr. Yates. When you protested to the Department of Commerce, 
what was the response you received? You stated that going back as 
far as 1953 you protested the free and unrestricted permission given 
to export scrap ? 

Mr. Burton. That is correct. 

Mr. Yates. To which branch of the Department of Commerce did 
you protest—the Bureau of Foreign Commerce? 

Mr. Burton. The BDF A and the Bureau of Foreign Commerce were 
both involved. 

Mr. Yates. What were you told? 
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Mr. Burron. We were told that the exports were required by the 
Government as a part of foreign policy, and that in their opinion they 
saw no reason why they should restrict them because of a shortage of 
material when they didn’t believe a shortage existed. 

Mr. Sreep. Did they give you any explanation as to just how the 
scrap was supposed to help international relations ? 

Mr. Burron. No; they did not. 

Mr. Yates. Do you know which agency was in charge of exporting 
the scrap? The reason I ask that question is that I seem to remember 
that the Foreign Operations Administration is in this picture some- 
where, and I wondered whether the scrap went over as a part of the 
foreign assistance program ¢ 

Mr. Burton. I cannot answer that specifically. It is my impres- 
sion that—I am sure—the actual licensing for the export is handled 
by the Bureau of Foreign Commerce, but I believe the decision as to 
whether or not there should be exports, and if so, how much, must be 
made by a committee or representatives of various Government de- 
partments in meeting, rather than any one single department. 

Mr. Yares. What is the nature of restriction on exports that your 
asssociation sought—how much ? 

Mr. Burton. We asked that they limit them either to 20 percent of 
the amount required by international policy for export—which would 
be the exact proportion that the scrap industry represents to the total 
aluminum supply—or as an alternative, to limit exports to not more 
than 1 million pounds per month, and if exports were limited to 1 mil- 
lion pounds per month, or 12 million pounds per year, it would be 4 
times as much as we had ever exported in any year prior to 1953, and 
would be half again as much as we exported in 1953. 

Mr. Yates. Where are your members getting their scrap if so much 
is going out in exports ? 

Mr. Burton. They buy it in the open market competitive with the 
gentleman you heard this morning, the producers, the export market ; 
there is no other source from which scrap can be purchased. 

Mr. Yates. What are the prices they pay now ¢ 

Mr. Burton. I can’t answer that, other than to take the latest 
quotation from the trade journals, because I make no effort to follow 
price as such. But I think I have a paper which will give us the 
figures. 

I have the Daily Metal Reporter of Tuesday, May 17. On page 5 
there is a column headed “Aluminum,” and at the bottom of the 
column: “Smelters’ buying prices for scrap aluminum.” 

Is that the figure you would like? 

Mr. Yates. Yes. 

Mr. Burron. Of course, that is broken down into a number of dif- 
ferent types: Clippings in various alloys, mixed clippings, old alum- 
inum sheet, clean old cable, old aluminum cast, aluminum borings and 
turnings. The highest price is a range of 17.50 to 18.50—that is 1814 
cents per pound—that is for 2-S aluminum clippings, the pure alum- 
inum clippings, unalloyed; aluminum borings and turnings, 1514 to 
161% cents; old aluminum castings, 141% to 1514 cents. 

Mr. Yates. Any more questions? 

Mr. Surenan. I have one. 
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Mr. Burton, yesterday in the testimony of Mr. Anderson he made 
reference to some situation around Chicago. I know you are from 
Chicago, so you may be able to answer this question. 

He was very enthusiastic about the aluminum industry, and he 
suggested to Mr. Yates and I, that there should be a rolling mill or 
something located near Chicago. I remember on U. S. 34 or 66 there 
is a big plant at McCook. Is that the Reynolds plant ? 

Mr. Burron. There is a very big plant at McCook which was oper- 
ated by the Aluminum Company of America before the war, and 
after the war taken over by Reynolds Metal and operated by them. 

Mr. SHeeHAn. What do they do? 

Mr. Burton. They roll sheetmetal. 

Mr. Sueenan. Then we do have a rolling plant near Chicago? 

Mr. Burton. Yes. 

Mr. SuHeenan. Then we cannot go into that business, Mr. Yates. 

Mr. Yates. We will have to stay in politics, I guess. 

Mr. Arnotp. You did have a meeting with the BDSA, the smelters ? 

Mr. Burron. Yes. 

Mr. Arnotp. The reason I asked, didn’t BDSA actually recom- 
mend—although the recommendations were not accepted—that there 
be placed stronger limitations on exports ? 

Mr. Burron. You must realize, gentlemen, that I am not eligible 
to join industry advisory committee meetings, | am a pariah, so 
labeled by the Department of Justice. I am a trade association secre- 
tary. So I have no right of entry into industry advisory committee 
meetings, and anything I tell you as having happened in industry ad- 
visory meetings would be purely secondhand. 

Mr. Yates. It is not unusual for a congressional committee to re- 
ceive that answer. 

Mr. Burron. I understand, sir. There were certain recommenda- 
tions made to that committee or in that meeting, of course, sir. One 
of them was the limitation of export, a million pounds a month. That 
is a position that the smelting industry, this part of the smelting in- 
dustry, has had for a year and a half. 

We did give a little in our belief that if they took 20 percent of 
this 9,000 tons it would work out to be 1,200,000 a month. We were 
willing to give that 200,000 extra pounds. I do not know what the 
reconiniehdations were that went upstairs from the BDSA or any 
other Government departments as a result of that meeting. 

Mr. Yates. But you do know what came out of upstairs? 

Mr. Burton. Nothing so far. 

Mr. Arnoxp. In Mr. Picken’s testimony which you heard, he men- 
tioned the fact that he had a fleet of trucks, that he was in a much 
better position than the ordinary small person because he could use 
this fleet to go out and get scrap. I think also in your testimony you 
mentioned that if anybody wanted to pay a high enough price for 
scrap, they could get it. 

Mr. Burton. Up to this time that has been true. 

Mr. Arnowp. Even if you don’t have a fleet of trucks, you can phone 
a broker and get scrap that will be available on the market ? 

Mr. Burton. I would say yes. And I think that was also brought 
out by another witness this morning. I think it was Mr. Champion. 
Was that the name of the gentleman? 
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He mentioned the fact that early in 1954 he could have bought scrap 
for 11 cents a pound, but the price went so far out of reach that he 
wasn’t able to pay it, because the smelting industry had taken ad- 
vantage of the situation and jumped on the bandwagon, and raised 
the price. I think that was his testimony. _ 

Certainly the price would go up as the price of scrap went up, be- 
cause that is the basic raw material. y 

Mr. Yares. Do you think we ought to stockpile scrap ? 

Mr. Burron. No; I do not. 

Mr. Yares. I gather from your testimony that you don’t believe 
that we ought to stockpile aluminum to the extent that we are doing 
it; do you? 

Mr. Burton. I agree with that thoroughly. I think the stockpile 
is operated in an unrealistic manner. 

Mr. Yates. Why do you say that? 

Mr. Burron. Because I think the stockpile is directly in competi- 
tion with industry. And the reasons behind the stockpile, I am well 
aware of those. I do not think that stockpiling for the protection 
of the country to the extent that it attempts to impede the growth or 
the progress of the country is a reasonable and objective approach 
to the subject. 

Mr. Steep. When you say that if the situation was such as to justify 
stockpiling in competition with industry, did you mean that the same 
thing would justify perhaps cutting down on the export of the same 
metal ? 

Mr. Burron. Actually what we are doing here, we are expending 
money to stockpile primary metal, and at the same time we are shoot- 
ing it out the back door abroad. It doesn’t add up to me. 

Mr. Yares. You are not shooting at the primary metal abroad? 

Mr. Burton. No; but you are replacing the primary metal that 
goes into the stockpile with scrap and exporting scrap at the same 
time. So you are draining the supplies overall by export. 

Mr. Arnotp. Now, we refer to secondary scrap and primary scrap. 
But is it true that scrap is purchased or consumed by specification, 
and that you could take secondary scrap and with the proper sweeten- 
ing meet any first-grade specification required by the United States 
Government for defense, for instance, for airplane manufacture? 

Mr. Burton. First of all, Mr. Arnold, the terms “primary” and 
“secondary” are attached to the metal, secondary to the ingot which 
is derived from the scrap, primary to the ingot which is derived from 
the reduction of alumina. Scrap is scrap, whether it is consumed by 
the producing companies or the aluminum smelters. 

Certain grades of scrap—in the overall and in the abstract, really, 
you could say yes, that all scrap could be brought up to X specification, 
but it would require in the cases of the poorer grades of scrap excessive 
additions of pure metal in order to come up with an alloy that had 
sufficiently small proportions of impurities as to be acceptable. So 
scrap has to be selected with an eye to what is to be produced from it. 

Mr. Arnotp. I was just wondering if you could say what percent 
of our scrap could be alloyed so as to meet, let us say, defense speci- 
fications or military specifications. 

Mr. Burton. A very high percentage of it would, in my opinion, 
fall under that category. 

Mr. Arnotp. The scrap is essential, then, or is it the same thing as- 
the primary ? 
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Mr. Burton. Exactly. And they compete side by side in a multi- 
tude of uses. The primary producer buys scrap and blends it with his 

rimary metal. The smelter buys primary metal and blends it with 
his scrap. I don’t see any great difference there. 

Mr. Yates. You state on page 2 that in 1954 the total aluminum 
metal supply was approximately 4,100 million pounds. Was that our 
national inventory ? 

Mr. Burron. No; that was the production of virgin aluminum in 
the United States plus the imports, plus the scrap. 

Mr. Yates. What proportion of that was virgin production? 

Mr. Burton. 2,921 million pounds was primary production. 

Mr. Yates. About 60 percent; is that about right ? 

Mr. Burton. 2,921 million pounds were primary production. 

Mr. Yares. Is that capacity production; do you know? 

Mr. Burton. I can’t say, but my impression is “Yes,” it would be 
very close to capacity then in price. It is always coming in, you know, 
has been, of late, with the newer plants coming in. 

Mr. Yares. Well, that last statement of yours puzzles me. Does 
that mean that we now have a greater production ? 

Mr. Burton. Than we had in 1954? 

Mr. Yares. Yes. 

Mr. Burron. Yes. 

Mr. Yates. How much greater? 

Mr. Burton. My estimate is that it will be about 3 million pounds 
more in 1955 than it was in 1954. 

Mr. Yates. Where do you get these figures? 

Mr. Burton. Based on the statement of the construction under 
way, and expansion, the amount of new metal that will be produced, 
plus the fact that they are getting a greater degree of efficiency in 
some of the plants which are already in production and were in pro- 
duction in 1954. 

Mr. Yates. What would that make the total virgin capacity ? 

Mr. Burton. I figure 3,200 million pounds for 1955. 

Mr. Yates. As being capacity or as being output? 

Mr. Burron. As being the actual metal that will come out this 

ear. 
: Mr. Yares. And what is your estimate on the amount of scrap we 
will have ? 

Mr. Burton. The overall amount of scrap in 1955? 

Mr. Bares. Yes. 

Mr. Burron. 792 million pounds, approximately. 

Mr. Yares. I have a table which shows United States exports of 
aluminum scrap, 1953-55, and the first 3 months—this was by the 
Department of Commerce, Aluminum and Magnesium Division of 
the BDSA, and dated April 19, 1955. It indicates that the amount 
of scrap being exported is higher than it was last year; namely, in 
the month of January it was 4,799,000 pounds as opposed to 3,290,- 
000 in January 1954; February, it is 6,152,000, as opposed to 5,713,000 
in February 1954; and in March, of 4,147,000, which is a little lower 
than the March figure of 1954, of 4,737,000 pounds. 

So it would indicate that the rate of your exports is certainly as 
much, if not more, for a comparable period last year. 

Mr. Burton. That is correct; and the exports mounted last year, 
in July, to 10,600,000. 





122 ALUMINUM INDUSTRY 


Mr. Yares. So that it appears that the causes of the supply being 
higher will continue to exist. 

Mr. Burton. I believe that to be true. There might be intervals of 
deviation, but the overall—they will be very short, and the overall 
trend is a retention of the high level, long export prices, that 10 per- 
cent of the scrap supply is allowed to determine what American in- 
dustry must pay for the other 90 percent. It doesn’t seem to be at all 
logical to me. 

Mr. Sueenan. Mr. Burton, I am interested in pursuing just a little 
bit further your observation on the stockpiling program, that it is 
unrealistic; is that right ? 

Mr. Burron. That is correct. 

Mr. SHEEHAN. I am not sure of my figures, but I have heard some 
place that the Government would like to store 2 years’ supply of 
aluminum, which is a lot of aluminum. I don’t know whether those 
figures are right or not. But following your thought, couldn’t the 
Government cut down a lot on its stockpiling, and then should an 
emergency arise it could immediately step into industry and just com- 
mandeer all the stocks of aluminum ¢ 

Mr. Burron. That is exactly true. This Government never needs 
to worry for 1 minute about its ability to divert any aluminum produc- 
tion that is in existence to defense use, if it is needed. 

At the time we needed stockpile and needed it woefully, we didn’t 
have enough to wad a shotgun with. And those were the days when 
we had only 3 or 4 aluminum-producing plants, and our capacity for 
production of aluminum was woefully below, as compared to today. 

Now, when we have our aluminum-producing industry in a multi- 
tude of plants—a dozen or more located throughout the country—we 
build our stockpile up unrealistically by competing with industry. 

Mr. Yates. Of course, we don’t know what the amounts are that are 
taken by the stockpile. 

Mr. Burron. Mr. Yates, they are easy to compute with a sharp 
pencil and a little high-school arithmetic. I think I know—and I. am 
not briliant—I think I know within very close range what went into 
the stockpile last year, and I suspect your committee knows. 

Mr. Yates. Could you do that for each of the years preceding the 
last year ¢ 

Mr. Burton. I would have to make a starting point, I suppose, back 
in 1953. 

Mr. Yares. Could you start from 1950 and estimate the amount 
accurately, do you think? 

Mr. Burron. I am not so sure of 1950 and 1951. And then, we 
didn’t have a whole lot of stockpile. 

Mr. Yates. That is right. 

Mr. Burton, I think that you can pretty well, fairly well esti- 
mate—— 

Mr. Yates. Do you know how to do it? 

Mr. Burron. By the amount of metal that is available as com- 
pared to the amount that is consumed. What has disappeared has to 
go somewhere. And there is only one refuge that I know of in the 
United States, and that is the stockpile. I assure you that it isn’t 
in the inventories at the reducing plants, because the monthly reports 
from the Bureau of Mines shows you how the inventories at the 
reduction plants change from month to month. 





ALUMINUM INDUSTRY 123 


So, if you know what metal is available and the change in the in- 
ventory, and you know what the consumption is, if the Government 
figures are correct, then there is a gap that has to be filled by somebody, 
and I think Uncle Sam fills the gap. 

Mr. Yares. I hesitate to ask you the question, because this is sup- 
posed to be highly confidential. 

Mr. Burron. I appreciate that. And you can make it off the rec- 
ord, if you would Tike. 

Mr. Sueenan. Mr. Burton, pursuing it just a little further, to make 
it a realistic program, we know from our experience in 1941 when we 
went into war, that automobile production and everything else stopped 
immediately. 

Mr. Burton. Correct. 

Mr. SHeeHan. And I am sure that every businessman in this 
country, should a sudden emergency arise like a war, knows he will 
be out of business. So it would seem to me, following your line of 
reasoning, that if the Government experts knew how much aluminum 
we had on hand and, if they watched the production and the inven- 
tories, they have got just as good a stockpile as if they had it in 
Fort Knox. 

Mr. Burron. I agree with that. 

I would point out to that that at any given time the authorities 
know what is in this highly secret stockpile, they know that last 
month, for instance, the producing industry of the United States 
produced some two hundred sixty-two-odd million pounds of virgin 
aluminum. And I think they also realized that 99.9 percent of indus- 
try in the United States will gladly go along with them in furnishing 
the material they need if it is a defensive war. 

Mr. Yates. Perhaps this is too much to assume of the Government, 
but I would make the assumption that the purpose of stockpiling 
aluminum is to have a minimum amount at hand, coupled with the 
amount that the Government can lay its hands upon through taking 
over the output of the American aluminum industry. 

And I assume—and perhaps it is an unwarranted assumption 
again—but I assume that they do know how much the industry can 
turn out, and that their demands for stockpiling are in addition to 
that, as they conceive the requirements of national defense. 

So if I gather the tenor of the discussion between you and Mr. 
Sheehan correctly, it would seem to me that the output of our alumi- 
num industry isn’t adequate. If it were adequate, I would assume 
that the Government wouldn’t be stockpiling. 

Mr. Burton. I don’t know that I would go that far. I would say 
this: 

That, in my opinion, our output of aluminum is not sufficient to 
satisfy the domestic industrial demand and at the same time put 
Government stockpile at unreasonable figures in competition with it. 

Now, I am not adverse to stockpile, I believe we should have stock- 
pile, but we should have our stockpile tempered to the economy of 
this country, and the stockpile should absorb that metal which indus- 
try is not able to absorb at the end of the quarter or the end of a 
half year. 

Mr. Yates. I think that is a valid argument, and yet I think just 
as valid—more valid, in my own mind—is the fact that we do have 
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a military threat to this Nation at the present time, and that the 
requirements of our military should come first, and it should govern 
the amount we collect in the stockpile, in preference to the demand 
of our civilian economy. 

Mr. Burton. I don’t think anybody at all will give you an argu- 
ment on that thought. 

My point is that the Government can at any time, and with the 
acquiescence of industry generally, under the force of circumstances 
of defense, active defense, or fighting or prosecuting a war, take what 
they want. And I believe ultimately we should have the stockpile 
that they want. 

But the time to acquire the excessive amounts for stockpile is when 
industry is in one of its periodic lowdowns, which are going to con- 
tinue to happen as long as we live. 

Mr. Yates. Except that we cannot, presumedly we cannot temper 
the military necessities by the peaks and the valleys, presumably the 
threat is a constant one. 

Mr. Burton. We are at a disadvantage, at least I am at a disad- 
vantage when I am talking about the military. You, probably, as a 
committee, have lots more knowledge than I have. But let us say 
that we collectively are at a disadvantage, because if they say that is 
gold, that is gold 

Mr. Yates. No—— 

Mr. Burron. You and I have to prove it isn’t gold, and we don't 
have the facts. 

Mr. SHeenan. May I say that if we prove it is gold, they will make 
it top secret. 

Mr. Burton. Exactly. So we won't get at it. 

Mr. SueeHan. May I ask this question, Mr. Burton ? 

Let’s assume for the moment that keeping the amount of the stock- 
pile secret is not really necessary, it 1s just for military security. 
And let’s assume that that really isn’t necessary. If it then was kept 
secret, for whatever reason, is there any disadvantage or advantage 
to any segment of the industry in keeping that figure secret over and 
above its military security value? 

Mr. Burton. Oh, I don’t know that there is. I don’t think of it as 
such. I don’t think that American industry is interested for a minute 
in how much is in the stockpile, big or little, as it is in how the acqui- 
sition of that metal affects the supply at the time it is in demand. 

Mr. Surenan. Mr. Burton, is it not reasonable to assume that the 
Department of Defense must have a goal—I mean, they are not going 


to stockpile forever, they are only going to stockpile X number of 
pounds; isn’t that so? 


Mr. Burton. I assume that is correct. 

Mr. Sueenan. So therefore, if their goal is X number of pounds, 
the material they have on hand, plus what they can grab in an emer- 
gency, is that all they need to control ? 

Mr. Burron. I think so. 

Mr. Surenan. So any stockpiling above and beyond that is robbing 
it from industry and hurting the industry ? 

Mr. Burton. I am perfectly willing to give them the right to say 
that the stockpile should be X pounds or X millions of pounds. But 
I question very much the sacredness of saying that it must be X pounds 
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by Y date. I don’t know that that date is a fixed thing that is so sacred 
that it can’t be altered and adjusted upward, downward, backward, 
forward, or in any direction at any time. 

Mr. Yates. As a matter of fact, that is exactly what happened, 
because I happen to sit on the appropriations subcommittee which 
provides the funds for purchasing the metal that goes into the stock-. 
pile. And I know that Mr. Flemming has testified that the require- 
ments are variable, that what is essential for the stockpile today is 
not essential for the stockpile tomorrow. 

So that the goal they establish today will be a different goal tomor- 
row, and by that particular date. And you cannot—I have been 
unable to obtain from Mr. Flemming, at least in hearings before my 
other subcommittee, any statement with definiteness as to what the 
goals of the stockpile are; there is no such thing as a fixed goal, it 
varies from time to time. 

I personally believe that stockpiling such things as aluminum and 
then withdrawing a portion of it on the open market—I wouldn’t call 
it dumping, when aluminum is in such short supply, but if this is going 
to happen in the future, I can see where it will Ms a terrible and terrific 
impact on American industry. 

Mr. Burton. May I point this out also: 

That if 150 million pounds in the first 6 months of 1955 was what 
it took to cure the thing, it would have taken that much less if they 
had not shifted 78 million pounds of scrap out of the country last year, 
and continue at a higher rate this year. It doesn’t add up, to me. 

Mr. Yates. Let me ask you this question : 

If we take X number of pounds of virgin aluminum for our stock- 
pile, is it your view, then, that they would take that same number, X 
pounds, out of the channel of export and conserve it for American 
industry? Will that be the equivalent—— 

Mr. Burton. No; all exports above not more than a million pounds; 
cut them out and keep the metal at home. 

Mr. Yates. Above a million? 

Mr. Burton. Above a million pounds a month of scrap. 

We have said that in the State Department, in the Defense Depart- 
ment, the BDSA, and all the Government departments concerned, 
that if it is necessary to export aluminum scrap, we will then concur 
in the shipment of it up to a million pounds a month, which is a big 
increase over normal. 

Mr. Yates. That‘s 12 million pounds a year? 

Mr. Burton. That is correct. 

Mr. Yates. As opposed to the 78 figure of last year? 

Mr. Burton. That was such an abnormal situation. 

mt Yates. But you are going to have that this year again, aren't 
you? 

Mr. Burton. Right; we are continuing an abnormality. 

Mr. Yares. When does an abnormality become normal ? 

Mr. Burton. I wish I knew. 

Mr. Sueenan. That was abnormal because the 78 million pounds 
was the first year that happened; up to that time it had only been 
averaging 3 million pounds a year. 

Mr. Yates. The abnormality is still continuing, and I am wonder- 
ing whether the abnormal averages into a normality. 
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Mr. Sreep. Assuming that this limitation on export to a million 
pounds a month was put into effect, what would that do to the price 
of scrap aluminum on the domestic market ? 

Mr. Burton. I would suspect that it would cause the price of scrap 
to decline, because of the fact that you are not competing against the 
deflation of the foreign buyers’ price. 

Mr. Streep. Then we would have a complaint from the dealer in 
scrap that we had hurt his market. 

Mr. Burron. The dealer buys scrap based on what he can sell scrap 
for. If the price goes down, he buys it for less, the generator of the 
scrap takes less for it. 

Mr. Yates. Is there any stocking of inventories? Suppose a dealer 
goes out and stocks inventories, and then the Bureau of Foreign Com- 
merce imposes export restriction, doesn’t that immediately cut the 
price of the dealer’s inventory ? 

Mr. Burton. It would, to a degree. I wish that we had some in- 
ventories of scrap in this country. 

Mr. Yates. We don’t have any ? 

Mr. Burron. It is my opinion that we have practically no inven- 
tories. And I think no business is safe that can’t be operated with a 
little reserve back of it as a surge tank to care of the fluctuations that 
occur in any normal business. 

Mr. Yares. Any questions ? 

(No response. ) 

Mr. Yares. Thank you very much, Mr. Burton, for giving us the 
benefit of your views. We are grateful for your statement, and 
answering our questions. 


The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 2: 30 p. m., the subcommittee recessed, to reconvene 
at 10a. m., Thursday, May 19, 1955.) 
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THURSDAY, MAY 19, 1955 


House or REPRESENTATIVES, 
Suscomnrirres No. 3 or THE SELECT CoMMITTEE 
To Conpucr a Stupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BustINsEss, 
Washington, D. C. 

The subcommittee met, pursuant to recess and subsequent postpone- 
ment, at 2 p. m., in room 362, House Office Building, Washington, 
D. C., Hon. Sidney R. Yates (chairman of the subcommittee) 
presiding. 

Present: Representatives Yates, Steed, and Sheehan. 

Also present: George L. Arnold, Irving Maness, subcommittee 
counsel; Katherine C. Blackburn, Clarence D. Everett, staff mem- 
bers; and Victor P. Dalmas, assistant to minority members. 

Mr. Yates. The meeting will come to order. 

Gentlemen, I want to apologize on behalf of Mr. Sheehan and my- 
self for the delay in these proceedings. This is one of the days that 
Congressmen come up against periodically, when the whole world 
seems to move into their particular sphere of activity, and they are 
required to take care of 12 fhings at 1 time and to be 5 places at once. 
I want to express the regrets of Mr. Sheehan and myself in having 
caused this hearing to be delayed, and to express our regrets for any 
inconvenience that we have caused you. 

Our first witness is Mr. Phillip Lemelman, executive secretary of 
the Aluminum Extruders Campeil Boston, Mass. 

Will you state your name for the record? 


STATEMENT OF PHILLIP LEMELMAN, EXECUTIVE SECRETARY, 
ALUMINUM EXTRUDERS COUNCIL, BOSTON, MASS. 


Mr. Lemetman. Mr. Chairman and gentlemen of the committee, 
my name is Phillip Lemelman. I am a resident of Boston, Mass., 
in the suburb of Milton. I am executive secretary for the Aluminum 
Extruders Council. 

Mr. Yates. Do you have a statement for the committee? 

Mr. Lemetman. I have no prepared statement, Mr. Chairman. I 
expect to speak on the record orally, and to be afforded the privilege 
to submit a statement at the conclusion of the hearing. 

Mr. Yates. We will be glad to accept the statement later, and to 
listen to your testimony at this time. 

Mr. Lemetman. Mr. Chairman and gentlemen, there is a shortage 
of aluminum. I do not wish to be prosaic, but the true test of an 
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economy that is pointed somewhat toward a monopoly is how and 
what treatment is given to the independents. 

First, I would like to enlighten, if I may, the committee as to the 
problems of the extruder, what is his position in the aluminum indus- 
try and his growth. 

_An extruder, as we commonly term him, is a processor of raw mate- 
rial, of aluminum, and is a semifabricator, to the end that he supplies 
the fabricator who requires this material to be completed for the 
consumer use. And in so doing, he fills a need in industry, to enable 
small business, the independents, other than the extruders, to take a 
position in the aluminum industry. 

Again, Mr. Chairman, I wish to clarify a misnomer which has been 
carried on the record, in Government contracts, and in publications 
by the prime producers, that is, the characterization of the independ- 
ent by the term of a nonintegrated producer or fabricator. When 
we speak of nonintegrated fabricators we speak of those users of 
aluminum who purchase the raw material from the integrated pro- 
ducer. There is no classification, no definition, as to quantity and 
size of the nonintegrated fabricator or extruder. 

Nonintegrated fabricators are General Motors, General Electric, 
and others of similar size, down to the small, little extruder on Long 
Island, operating his 500-ton press. 

Mr. Yares. Would they not be considered as independents, too, 
under that definition ? 

Mr. Lemetman. If you would classify General Motors and others 
as independents, I will go along with it. 

Mr. Yares. On the same basis that you classify them as nonin- 
tegrated ? 

Mr. LemetmMan. That is right. 

So that I speak for the aluminum extruder, who is an independent 
in the aluminum industry. 

The Council was formed in October of 1950, as a result of the 
impending critical situation caused by the Korean hostilities, and 
the lack of supply to the independents, and it has been in existence 
since then. 

I have returned from a meeting held in Boston, Mass., on May 18, 
at which there was an attendance of over 60, of which 40 to 45 were 
independent extruders. At that meeting a resolution was presented, 
which I wish to read for the record: 


RESOLUTION ADOPTED AT THE ALUMINUM EXTRUDERS COUNCIL MEETING ON May 
18, 1955, aT THE SHERATON-PLAZA Horet, Boston, Mass. 


That whereas the Office of Defense Mobilization took notice of the shortage 
in supply of primary aluminum to independent nonintegrated fabricators; 

Whereas to alleviate the short supply, the Office of Defense Mobilization 
relinquished from its stockpile “take” for the first half of 1955, the amount 
of 150 million pounds to industry for civilian use; 

Whereas the prime producers assumed the responsibility for the distribution 
of this metal and Government took no steps to insure its delivery to independent 
fabricators ; 

Whereas such distribution was inadequately accomplished ; 

Whereas the short supply of prime ingot, pig, and billet for extrusion facilities 
was but slightly alleviated ; 

Whereas this short supply will exist and will continue to exist for the second 
half of 1955 : Be it 
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Resolved therefore, That: 

1. The Office of Defense Mobilization divert an additional 50 million pounds 
from stockpile “take” out of production for the second quarter of 1955, for 
nonintegrated consumers of primary aluminum ; 

2. The Office of Defense Mobilization divert from stockpile take, 200 million 
pounds of primary aluminum out of second half of 1955 production to be made 
available to nonintegrated consumers of primary aluminum; 

3. That Aluminum and Magnesium Division, Business and Defense Services 
Administration, Department of Commerce, be empowered and authorized to 
equitably distribute to nonintegrated users of pig, ingot, and billets, in the spirit 
of the Government’s market supply contracts with primary producers, the amount 
of such primary aluminum additionally diverted from stockpile take in equal 
monthly shipments; 

4. That the Office of Defense Mobilization recognize this stockpile forgiveness 
as only a temporary relief, and in view of the constantly increasing demand for 
aluminum, promptly reactivate the aluminum expansion program ; 

5. That the Office of Defense Mobilization provide the same Government aids 
to new potential producers of primary aluminum as were granted the existing 
producers, so as to diversify the concentration of production which at present 
tends toward monopoly. 


Voted unanimously by the entire membership. 
JOHN DoERING, President. 
PHIttire LEMELMAN, Executive Secretary. 

I wish, Mr. Chairman, to request that that be placed in the record. 

Mr. Yares. It is in the record, as the result of your testimony. 

Mr. Lemetman. Proceeding further, Mr. Chairman and gentlemen, 
the number of extruders, who are historically the users of pig or pri- 
mary aluminum in the form of ingot and billet, has increased in num- 
ber from 1950, when there were 43 extruders, to 1955, when there are 


As I said, Mr. Chairman and gentlemen, there is a shortage. The 
causes for the shortage are many. I will recite those that, in my 
cna are the factors for this shortage, which has created this tight 
supply. 

First, there has been an unexpected increase in the use of aluminum, 
not only on the domestic level but on a worldwide level. 

Second, the recent restriction on the amount of scrap exports, which 
has reduced the availability of scrap for secondary purposes and, 
therefore, has placed a greater claim on the primary producers for 
aluminum. 

Third, the decreased inventories by the independents, resulting from 
econdéntié situations which were caused by statements of Government 
that the aluminum picture was brightening, that there would be ade- 
quate supply in the latter half of 1954 and throughout the year 1955. 

Fourth, new fabricators in the aluminum field. And by that I wish 
to point out the recent statement of the increase of extruders in the 
past 2 years, approximately 40. 

Fifth, the stockpiling demands by Government. 

And, sixth, the increased facilities by the producers, or the inte- 
grated operators. 

We have a problem, which is a recurring problem, in the availability 
of supply for the independent extruder. In conferences with the pro- 
ducers, I have been representing the Extruders Council and have been 
confronted with a statement which has become a byword in the indus- 
try : “What is your historical pattern ?” 

A historical pattern can be characterized as a history of purchases 
by the independent extruder from the producers. And when they 
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apply the historical pattern to the independent extruder, I wish in 
turn to apply the historical pattern on behalf of the independent 
to the integrated producer. 

When the independent appears before the producer for his metal, 
he has been placed on an allotment, and that allotment has been in 
existence since the early part of this year, and, to all intents and pur- 
poses, will continue for the balance of 1955. 

The extruder has received from the producer, with the exception 
of an isolated instance, only what he has been purchasing in 1954. 

I call the attention of the committee to the historical pattern that 
had been developed by the producers themselves before the increased 
expansion was Soabalasial by this Government, whereas, in 1950, 
when we had a production of 1,500 million pounds of aluminum, the 
independent at that time received 20 percent of that production—in 
the neighborhood of 300 million scene 

In 1954 and early 1955, when we had the completion of a doubling 
of the aluminum capacity, that is, to the extent of the domestic pro- 
duction being in the neighborhood of 3,200 million pounds, the inde- 
pendent has only received approximately 500 million pounds. 

Gentlemen, I point out to you that with the intent of Government 
to find some protection or means to afford the nonintegrated or inde- 
pendent extruder or fabricator additional source of supply as the re- 
sult of the expanded production—I point out to you that the his- 
torical pattern of the producer that had been developed before the 
expanded production has not been made available to the independent 
extruder as of this date. 

I call the chairman’s and the committee’s attention to what has re- 
cently happened with a forgiveness or diversion of stockpile material 
for the first half of 1955. 

I brought this mater to the attention of Mr. Flemming and other 
Government officials on behalf of the Aluminum Extruders Council, 
pointing out to them the difficulty that we were experiencing. That 
was early in January of 1955. At that time conferences were held 
by Mr. Flemming and with the producers, in which this matter was 
discussed. 

In the first half of 1955, in the latter part of March, a decision was 
made by Mr. Flemming in which there was a diversion of 150 million 
pounds of material. 

General Services Administration, the purchasing arm of Govern- 
ment for the stockpiling thereof, sent notice to the three producers 
who were the participants in the expansion program, and requested 
that this metal be made available to the nonintegrated or independent 
fabricator, in the light of the tightness of the supply. 

Mr. Yates. May I interrupt to ask, how do you ee that General 
Services Administration did this? 

Mr. Lemetman. How do I know? 

Mr. Yates. Yes. 

Mr. Lemetman. It came to my attention. 

Mr. Yates. Well, do you know that General Services Administra- 
tion actually asked them to make this available to the independent 
fabricators ? 

Mr. Lemetman. It is purely hearsay, Mr. Chairman. 

Mr. Yates. It is hearsay ? 
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Mr. Lemetman. So far as I am concerned. 

Mr. Yates. We have been trying to trace it down in this committee. 
We have not been able to find it, as yet. 

I assume that when General Services Administration appears be- 
fore the committee that we will be able to put our finger on it. Sev- 
eral witnesses have already testified to that same effect, and on off-the- 
record conversations with some of the companies, they said that there 
was never such an agreement. 

I will let you proceed, as you were going along, but I thought that 
possibly you might be able to shed a little clarifying light on this at 
this time. 


Mr. Lemetman. Not any further than what you have expressed, 
Mr. Chairman. 

Of the three producers who had participated in this expansion pro- 
gram and were under direction by the Office of Defense Mobilizer 
to allocate this metal to the independents or nonintegrated fabrica- 
tors, one company, Alcoa, has participated in this program, and has 
afforded the slight relief which has been pointed out in the resolution, 
as was read before. 

The other two producers are still, in my opinion, trying to find some 
way to cooperate, but as of this date have not made available to the 
independent extruder any metal from this 150 million pounds. 

We have asked the Office of Defense Mobilization for 150 million 
pounds further diversion for the second half of 1955. 

At a meeting of the Aluminum Extruders Council, held in Boston 
yesterday, on May 18, a survey was made and we learned that the 
150 million pounds was inadequate; that there had been no relief to 
the extruder in any substantial manner for the first half, and it was 
intended to increase, and was increased, to 250 million pounds. 

Mr. Arnotp. May I interrupt? 

Do you have any figures which would show the actual metal re- 
ceived by the independents, or the extruders, from this stockpile 
forgiveness? 

Mr. Yates. Out of the 150 million pounds, or that portion which 
was made available by Alcoa. 

Mr. Lemetman. My honest opinion, without any actual figures, 
would. be about 70 to 80 million pounds—about one-half of the 
amount—one-half of 150 million pounds. 

Mr. Yates. Was made available to the extruders? 

Mr. Lemetman. No, no; this was made available to the independent 
fabricators. 

Mr. Yates. On what do you base this figure? You say your opin- 
ion. But on what facts is your opinion based ? 

Mr. Lemetman. There are three producers, Mr. Chairman, who are 
peri in this expansion program: Alcoa, Reynolds, and 

aiser. I had assumed that Alcoa has at least 50 percent of the 
expansion program, and correspondingly, in any release of metal 
from the stockpile take, that they would be allocated or expected to 
Pe in a similar amount. 

Mr. Yares. Does that mean that you are assuming that the 70 mil- 
lion pounds that have been made available, in your opinion, have all 
come from Alcoa? 

Mr. Lemetman. That is right. 
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Mr. Yares. As a matter of fact, the record shows, yesterday, that 
Alcoa has made 55 million pounds available. 

Mr. Lemetman. As I stated, Mr, Chairman, that was my offhand 
approach to it—that is, in my opinion. 

I wish to further point out that from that 150 million pounds, it 
does not necessarily mean—and I have found that is a fact—that that 
metal was placed to the availability of the independent extruder, 
There are other claimants of that metal. 

Mr. Arnoip. General Motors; would they be included as a claimant 
on the metal ? 

Mr. Lemetman. It could be. They area nonintegrated operator, or 
fabricator. 

To continue further on the 250 million pounds that has been re- 
quested as a diversion of stockpiling from the stockpiling for the 
second half of 1955: 

We have felt—and this is no criticism of the Business and Defense 
Services Agency, as it exists today, that they have not been afforded 
the rules or regulations or criteria in any manner to equitably dis- 
tribute this material, 

In the light of that, we ask you, Mr. Chairman and gentlemen of the 
committee, that in the event the Office of Defense Mobilization does 
go along, and realizing the tightness of the supply and the actual 
shortage that exists, and diverts 250 million pounds from stockpiling 
for the second half of 1955, that this material be placed i in the hands 
of the Business and Defense Services Administration for equitable 
distribution. 

Mr. Yares. We have another quorum call, gentlemen. I think that 
the best thing to do under the circumstances is to go over there now, 
so that we make the first call, answer to our names, and then return. 

The committee will recess for the time necessary to do that. This 
is another interruption that we regret. I would estimate that it would 
be about 15 minutes. 

( Recess. ) 

Mr. Yares. The hearings will resume. 

Mr. Lemelman, you will proceed. 

Mr. Lemetman. Mr. Chairman and gentlemen of the committee: 
It appears from surveys made among the independent extruders that 
the tightness of the supply has not been relieved, due to the fact that 
when information was made public relative to the release from the 
stockpile take of 150 million pounds for the first half of 1950, when 
the extruder called on the producer for shipment of material, pointin 
out to the producer that there had been a release of stockpile mater ar 
his orders, in some instances, were not recognized, and were returned 
and various evasive answers were given by the producers. 

Second, many who have had no historical pattern with the pro- 
ducers, had also asked for material and were informed that there was 
none to be given to new extruders, but only those who have a historical 

attern. 
m Again, there have been instances brought to my attention where 
there has been definite reduction of acknowledged orders, and in turn, 
shipments or requests for orders for fabricated shapes. 

May I go back to my original statement and to the purposes of the 
Aluminum Extruders Council, to add this? 

Mr. Yates. Yes, you may. 
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Mr. Lemetman. The Aluminum Extruders Council was formed in 
1950, and has continued to this date and is representing since last night, 
at the meeting in Boston, over 30 independent extruders. 

The Aluminum Extruders Council was born because of shortage of 
aluminum supply, and again I repeat, it has been a problem with the 
Saeeneneae Extruders Council, and is still a recurring problem with 
them. 

I believe I have covered the highlights as to what can be done for 
the independent fabricator, or nonintegrated fabricator, at this par- 
ticular time, and the request for immediate relief for the nonintegrated 
or independent fabricator by requesting a release of 250 million pounds 
from the stockpile take. That is, 50 million pounds, in addition to the 
150 million pounds which was forgiven in the first half of 1955, and 
an additional 200 million for the second half, making a total of 250 
million pounds. 

I refer back now to the causes for the shortage as a background to 
what can be done by this committee to create and put into being addi- 
tional aluminum production. 

Among the reasons that were cited for the shortage was the increased 
use of aluminum. And I point out to the committee, that in June of 
1950 this country had a consumption from all sources, both domestic 
and imports, of approximately 2 billion pounds. 

In 1955, or at the end of 1954, we had a production from all sources, 
both domestic and imports, and also recovery from scrap, close to 4 
billion pounds, which is a doubling of the production. 

And in the light of the shortage, as it exists today, it can be reason- 
ably assumed that this 4 billion pounds has been consumed. Therefore, 
to point out arithmetically, there has been a progressive increase in 
the use of aluminum of about 20 to 25 percent per annum. 

To protect this for any length of time would make the figures for 
aluminum consumption somewhat astronomical, based on the 20-per- 
cent increase, but I call the attention of the chairman and the commit- 
tee to the fact that, based on a 10-percent increased use of aluminum, 
that for the period to 1957, which I refer to as being in a publication 
from the United States Department of Commerce, Business and De- 
fense Services Administration, issued by the Aluminum and Mag- 
nesium Division, January 28, 1955, that 20 percent of the known 
existing*production would amount to close to 800 million pounds. 

It has been called to my attention that if there had been no stockpile 
take by Government for the stockpiling program there would be a 
plentiful supply of aluminum, and that the problems of shortage or 
critical tight supply periods would be nonexistent. I call that to the 
attention of the chairman of the committee, that in a short space of 
2 years, and with the increased uses of aluminum, be it only one-half 
of what the record shows, this Nation here will use what this Govern- 
ment is presently taking for stockpiling. 

Again, a reason for the shortage is that the secondary user of alumi- 
num, which is in terms of scrap, has been experiencing the exportation 
of scrap from this country to other nations, thereby reducing the 
availability of secondary metal for those users, and placing the fur- 
ther demand upon the primary producer. And it is called to your 
attention, Mr. Chairman, that a review of that problem should be 
made. 
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Again, we point out one factor which, in my opinion, will create a 
further tightness. of the supply and also will use up a considerable 
amount of aluminum in the event there is further expansion, the use 
of aluminum by the automotive industry. And when we think in terms 
of the production of the automotive industry, in the light of 8 million 
cars, we can reduce that to a normal consumption of 6 million cars— 
and when we look at the automobile today and learn that 60 to 75 
pounds of aluminum are placed in every automobile, it is obvious 
that that itself is enough to give Government further consideration 
for increased primary expansion. 

Mr. Yates. Do you propose that the Government expand, or the 
primary producers do so? 

Mr. Lemetman. I will come to that. 

Mr. Yates. Very well. 

Mr. Lemetman. It has been brought to the attention of the inde- 
pendent extruder, when consideration was given by the Office of 
Defense Mobilization to the need for this further expansion in primary 
aluminum, that the Aluminium, Ltd., commonly called Alean, would 
be in the nature of a further supplier to this country for its domestic 
needs. And I point out to you, Mr. Chairman, that that has not 
occurred, to this extent: That the United Kingdom has an arrange- 
ment, or an agreement, or a contract with the Aluminium, Ltd.— 
Alcan—for its production, with a “minimum” and a “maximum” 
contract. 

When the use of aluminum is not as great as what the United 
Kingdom may need for Western Europe, and worldwide, then it 
exercises its minimum. When the need, worldwide, is great, then 
the United Kingdom exercises its maximum. And, accordingly, that 
additional capacity of Alcan is not available for domestic users. 

And I point out to you, Mr. Chairman, that that should be con- 
sidered in the light of having a certain definite primary production 
for our needs. 

This aluminum industry, so far as the independents are concerned, 
cannot be subjected to worldwide conditions to the extent that our 
facilities are in this Nation and our manpower is being employed 
here. 

I refer now to the existing primary production that has been created 
as a result of the Government’s need for aluminum, as a result of the 
experience of World War II, and the situation presented by the 
Korean conflict. 

At that time the Government went ahead and doubled the aluminum 
capacity. At that time it recognized the need and the position of 
the independent extruder, who at that time had not been afforded 
the adequate availability of supply for his needs. And it was intended 
at that time that any expansion by Government in the aluminum 
industry for primary production, that the needs of the independent 
would be considered. ; 

Accordingly, when this matter was under consideration by Gov- 
ernment it was intended that the production from this increased 
capacity should be equitably distributed in three ways: ! 

One-third for the primary producer, who undertook the risk of 
this production. Again, that the stockpiling should take one-third. 
And the independent fabricator, or nonintegrated operator, should 
be afforded the other third. 
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Mr. Yares. You refer to hearings discussing that allocation. 

Mr. Lemetman. That is right. 

Mr. YAres. What hearings do you refer to? 

Mr. Lemetman. I refer to the hearings when they were considering 
the expansion program, and what Government support could be 
given. 

Mr. Yarrs. Can you give us the date of them; can you identify 
the hearings more specifically ? 

Mr. Lemetman. I will, in my brief. 

Mr. Yates. Very well. 

Mr. Lemetman. The present contracts consist of an aluminum pro- 
duction to be distributed: in the following manner: 

Government can claim the entire production, but exercises for 
stockpiling privileges two-thirds of the consumption; one-third to 
the primary producer. 

From the two-thirds, any amount that Government does not claim 
for stockpiling, the balance is distributed or made available to the 
nonintegrated fabricator. 

Obviously, the independent or nonintegrated fabricator is placed 
at the mercy of whatever the supply or demand condition may be 
existing at that time. 

I have continually brought to the attention of Government, on 
behalf of the Aluminum Extruders Council, the precarious position 
that the independent extruder faces, to the extent that the intent of 
Government was to afford him a supply, without having to come to 
Government continuously asking for relief, 

In the nature of free enterprise, it behooves us to consider this se- 
rious problem. 

In the event that Government does find the need for further expan- 
sion in primary aluminum, I earnestly suggest to this committee that 
adequate provision should be made in the contracts with Government 
and with the producers to the extent that the independent extruder or 
fabricator should be adequately provided for. 

As to who can be the additional primary producer, that problem 
has been presented to the council, as it is known, the organization of 
independents. That has been many times, but because of the eco- 
nomic position of the council, relative to finances, we cannot approach 
this problem independently or collectively unless we receive from 
Government adequate financial support and adequate contracts for 
the production. It is hoped that this committee will consider, in the 
event that it does consider additional production, that a program 
should be provided for the independent to be able, through Govern- 
ment assistance, to afford him the opportunity of availability of sup- 
ply by having a commonly termed potline, for the production of pri- 
mary aluminum, and that he should not be confronted with situations 
as they exist today. 

Mr. Arnotp. You mean, that your own extruders possibly could be 
a new entrant into the primary producing field ? 

Mr. Lemetman. That is right, Mr. Arnold. 

Mr. Arnoip. With proper Government support? 

Mr. Lemetman. That is right. 

Mr. Arnotp. Would that be the same support that was given to the 
other primary producers, or would you need something in addition to 
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Government aid that was given Kaiser, Reynolds, and so forth, in 
their entry into the field? 

Mr. Lemetman. It would be somewhat in addition, to this extent: 
That Government provide the extruders first with rapid tax amortiza- 
tion, and, second, guaranteed purchase of production. But we, as 
independents, further need financial assistance through some form of 
guaranty for the tremendous cost of this installation. 

Mr. Yares. You mean, that you want the Government to furnish 
the money for the construction ? 

Mr. Lemetman. Or the Government can furnish it. 

Mr. Yates. What was your answer to that? Did you say yes? 

Mr. Lemetman. Yes. 

Mr. Arnoip. Would a guaranteed loan be sufficient ? 

Mr. Lemetman. That is exactly it; a guaranteed loan. 

Mr. Yates. All right; proceed. 

Mr. Lemetman. As a concluding statement, the problem of free 
enterprise has always been before us. We do not relish controls by 
Government, but I wish to point out to you, Mr. Chairman and mem- 
bers of the committee, that Government, when first apprised of the 
tightness of the aluminum supply, placed the burden upon the in- 
dustry, the producers, before CMP, or the control siaticinls program, 
was instituted, and it was found that the distribution of metal at that 
time was inequitable, and we were required to implement Government 
controls under the form of allocations, and CMP, or the control ma- 
terials program. 

We point out to you, Mr. Chairman, that as a result of this first 
forgiveness of 150 million pounds, we are of the opinion that this 
was not equitably distributed, and we ask that serious consideration 
be given to an equitable distribution of the request that we have 
made, of 250 million pounds for the nonintegrated fabricator. 

Mr. Yates. Does that conclude your statement ? 

Mr. Lemetman. That is right. 

Mr. Yates. Do you have any questions, Mr. Steed? 

Mr. Streep. No, 

Mr. Yates. Mr. Sheehan ? 

Mr. Sweenan. You talked about production being doubled from 
2 to 4 billion pounds. Over what period of time did that take place? 

Mr. Lemetman. That was from 1952 to 1955. 

May I interject there, when we talk about increased production, 
we talk about the domestic primary production plus imports plus 
secondary, all the way titdegl 

Mr. SueeHan. Offhand, for any big industry to double its produc- 
tion in the space of a couple of years is a pretty good record, is it not? 

Mr. Lemetman. Yes, sir. But that is not the end. 

Mr. Sueenan. I wanted to make sure that we should give the in- 
dustry some credit for the job they have done. 

Mr. Lemetman. Yes. 

Mr. Sueenan. You also stated that you knew of contracts, bona 
fide contracts, which were reduced by the aluminum companies, and 
you also said that you knew that according to the historical back- 
ground some companies were getting aluminum that did not have 
a historical background. Is that not what you said? 

Mr. Lemetman. No, sir. 
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Mr. Sueenan. I was under the impression that you made the state- 
ment here that some of your smelters had firm contracts for aluminum, 
which were reduced by the aluminum companies. 

Mr. LemetMan. I do not represent the smelters, Mr. Sheehan. 

Mr. SueeHAn. I am sorry—I mean the extruders ? 

Mr. Lemerman. I have information of firm acknowledgments by 
the producers, and a cutback of the acknowledgment by the same pro- 
ducer. 

Mr. SHeenan. Did you not go on further to say that you knew of 
some other people who got additional or new tonnage ? 

Mr. Lemetman. No; that was not my intention. 

Mr. SueeHan. I must have misunderstood. I will have to look up 
the record to make sure. 

You made the statement about favoring Government loans for your 
particular group of companies, for the purpose of starting to produce 
aluminum. What type of a loan do you suggest or do you look for- 
ward to on this guaranteed loan ? 

Mr. LemetMan. A type of loan that would enable us—in size and 
amount of percentage—I did not quite get that—the type of loan? 

Mr. Surenan. How do you want the Government to finance it? 

Mr. Lemetman. Similar to an application of a loan where Small 
Business furnishes the financing and asks for bank participation to 
an extent, and Small Business further guarantees the loan. 

Mr. SurenHan. Of course, in all loans of that type, the Small Busi- 
ness Administration always wants the people participating in the 
loan to have some sort of a sizable equity of their own, do they not? 

Mr. Lemetman. Yes. ' 

Mr. Sueenan. That is all. 

Mr. Yates. Does your idea contemplate the same type of an ap- 
proach for all industries where the primary metal or material is in 
short supply? For example, your extruder may have difficulty get- 
ting aluminum for his extrusion plant, but nickel is in short supply, 
too. 

Mr. Lemetman. That is right. 

Mr. Yates. And copper is 1n short supply. 

Do you propose that the Government help those who are in the 
fabricating industry in the same way as your aluminum fabricators? 

Mr+ Lemetman. They could be helped. I am not familiar with 
their type of industry, but I will tell you this, Mr. Chairman: that for 
5 years we have had this problem of supply on behalf of the ex- 
truders. 

Mr. Yates. You mean shortage? 

Mr. LemetMan. Shortage of supply, yes. 

There are peaks and valleys, but there has been plenty through 
the 5 years, quarter after quarter, where the supply is tight. We 
have no place to go—no place to go, but before you, Mr. Chairman. 
And that is with all due appreciation to the Business and Defense 
Services Administration. They have tried to help. They have done 
everything to help us that they could, but there is nothing in their 
regulation that can compel any producer to give us one ‘pound of 
aluminum. 

Mr. Yates. If the shortage continues, do you favor the reinstallation 


of Government controls in order to allocate the material, according 
to historical patterns? 
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Mr. Lemetman. Mr. Chairman, I hesitate, and I am against con- 
trol, but I say to you that, call it by any other name, we are under con- 
trol now by the producers. There has been inequitable distribution. 

I point that out to you, that if Government finds it fit and finds it 
suitable for implementation of controls they should be put on, even 
for a period of 6 months or a year, to see that this metal is equitably 
distributed. 

Mr. Yates. What would be an equitable distribution ? 

Mr. Lemeitman. A criteria established similar to what Government 
had during CMP days, as to who is a producer, who is an extruder, 
what his press was, what his need for metal was—all a part of the 
formula which we experienced during CMP days. 

Mr. Yates. Thank you. 

Mr. Lemetman. Before I conclude, Mr. Chairman, if there are no 
further questions, may I ask for a recommendation that this council 
has proposed further than the resolve? We ask that the General Ac- 
counting Office of this Government audit the statements and the dis- 
tribution of the production from the expanded production, to the 
extent that the independent fabricator or nonintegrated operator— 
that is, that there has been an independent audit—that this distribu- 
tion had been equitably and legally performed. 

Mr. Yates. Thank you for your recommendation. 

If there are no further questions, we want to thank you again, Mr. 
Lemelman, for appearing before the committee and giving us the 
benefit of your opinions and your advice. 

Mr. Lemecman. Thank you. 

Mr. Yates. The next witness is Mr. Robert Katz, of Badger Alu- 
minum Extrusions, of Brooklyn, N. Y. 


STATEMENT OF ROBERT KATZ, BADGER ALUMINUM EXTRUSIONS, 
BROOKLYN, N. Y. 


Mr. Katz. Mr. Chairman and gentlemen of the committee, my name 
is Robert Katz. I am a partner in Badger Aluminum Extrusions, of 
Brooklyn, N. Y. 

I would like to take this opportunity to thank you for letting me 
come here and state my case before you. 

Badger Aluminum has been operating an extrusion mill since the 
beginning of 1949, and presently employs about 100 people. 

We supply from 75 to 100 accounts, who have an average of 15 to 
20 employees each. 

The company was started in 1903 in the store-front business, and the 
extrusion mill was a logical need of our company. 

Bulk purchases are made from Alcoa, Alcan, Kaiser, and Reynolds, 
in pig form, as we operate our own smelting and billet-casting facili- 
ties. 

Our historical pattern shows that purchases have been made from 
Alcoa since the inception of our company, and from Kaiser since the 
beginning of 1951, when they started selling billets on the open market. 

urchases from Alcan and Reynolds were started during the Ko- 
rean war, under Government direction. 

In 1954 we shipped 4,500,000 pounds of aluminum from our com- 
pany. The supply of this metal was divided as follows: 
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Alcoa, 5 percent; Alcan, 40 percent; Kaiser, 20 percent; Reynolds, 
15 percent, and the balance was bought as scrap from our own 
customers. 

Orders were placed for the year 1955, in the last quarter of 1954, 
as follows: 

Kaiser, 100,000 pounds per month; Reynolds, 70,000 pounds per 
month; Alcan, 150,000 pounds per month; Alcoa, 30,000 pounds per 
month. 

Mr. SHeEeHan. What would the total be for your 1955 estimated 
uses ¢ 

Mr. Karz. We would like to equal the 1954 production. We do 
not see how we can do it. 

Kaiser, Alcoa, and Alcan accepted and acknowledged our orders 
as we placed them. 

Mr. Yares. When did you place them? 

Mr. Karz. They were placed late in 1954, and perhaps one in Janu- 
ary of 1955. 

At that time the companies were soliciting our orders. 

The order with Reynolds was placed directly, and with their dis- 
tributor in our area, as per our historical pattern. Reynolds is still 
holding our purchase orders, and the distributor accepted our order 
subject to their supply of metal from Reynolds. Neither Reynolds 
nor their distributor has shipped us any metals on these orders to 
date. 

Mr. Yates. On what date—on the orders that were placed ? 

Mr. Karz. The orders that were placed for 1955. They were sup- 
posed to commence in January. 

Mr. Yates. When was the last delivery of metal that you had from 
Reynolds, or its distributor ? 

Mr. Karz. I got some metal from their distributor in December. 

Alcan shipped the 150,000 pounds per month for the first 4 months 
of this year, and then advised us that they were reducing our deliver- 
ies for the balance of the year 40 percent, to a total of 90,000 pounds 
per month in place of the 150,000 pounds per month originally ordered 
and accepted. 

The unfilled portion of this order was to be shipped in 1956 at the 
rate of 90,000 pounds per month, through June of 1956. 

Alcoa would only firm our purchases through August, and are 
delivering on the basis of 30,000 pounds per month. 

Kaiser is delivering 100,000 pounds per month for the year, as 
we have a requirements contract with them for this amount. 

Mr. Arnoib. 100,000 pounds per year? 

Mr. Karz. I beg your pardon; 100,000 pounds per month. 

When the Government released 150 million pounds from the stock- 
pile take, we requested our suppliers to give us the metal originally 
requested, but received no metal other than Alcoa’s specifying that 
our August quantity of 30,000 pounds was the result of this belief. 
This 30,000 pounds did not constitute any increase over our previous 
pattern with them. 

From the figures indicated above, it is obvious that my company 
can only secure 2,760,000 pounds of aluminum from all of the pro- 
ducers for the year 1955, as compared to our shipments in 1954 of 
4,500,000 pounds. 


70669—56——10 
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We can only operate at a loss at our present rate of supply. This, in 
the face of continuously rising primary aluminum production, both 
here and in Canada. 

My company has installed an additional extrusion press, which was 
purchased in 1954 when the producers led me to believe that sufficient 
metal was available for our needs. No consideration or request has 
been made in the above figures for this added consumption caused by 
this equipment. 

Mr. Yates. You say that the producers led you to believe that there 
would be additional metal available in 1955 to accommodate the new 
press ¢ 

Mr. Karz. That is right. 

There was no shortage—as much metal as I needed would be 
available. 

Mr. Yares. Who told you this? 

Mr. Karz. Kaiser. 

Mr. Yates. You mean the Kaiser representative ? 

Mr. Karz. The Kaiser people. 

The Reynolds distributors, they were giving us as much metal as we 
needed—there was no shortage whatsoever. 

Mr. Yates. When did they tell you? 

Mr. Karz. I beg your pardon? 

Mr. Yates. When did they tell you this? 

Mr. Karz. The second half of 1954. 

Mr. Yares. And based on their statement, you went out and bought 
a press ¢ 

Mr. Karz. We brought a press around the middle of 1954; yes. 

Mr. SuerHan. Do you know how much metal you used during 1950, 
your first full year of operation ? 

Mr. Karz. I could estimate it. I would say it was somewhere around 
2 million pounds. 

Mr. SuHeeHan. Thank you. That is all. 

Mr. Karz. It is my request here that this committee recommend 
that a Government agency be set up and authorized to see that the 
small independent consumer of primary aluminum is given the share 
that the first and second round aluminum expansion supposedly guar- 
anteed for him, and that the metal supposedly set aside for the small 
independent be added to the base consumption of the independent prior 
to the Government guaranteed expansion of aluminum production. 

It is my opinion that it is wrong and discriminatory not to make 
available to the independent the amount of pig and ingot that was 
available to them Coden the expansion program; that all of the pig 
and ingot supplied by the prodeers to the independents prior to the 
expansion program was withdrawn instead of expanded, as intended. 

In the face of the rising consumption of aluminum in this country 
and abroad, it is indicated quite clearly to me that additional primary 
production is required immediately, and again, some part of this 
-apacity must be set aside to insure the survival of the smaller user of 
primary pig and ingot. 

Thank you, gentlemen. 

Mr. Yares. You operated during CMP, did you not? 

Mr. Karz. Yes, sir. , 

Mr. Yares. Did you get as much aluminum as you needed then? 
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Mr. Karz. I got as much aluminum as the Government told me I 
could operate, based on the size of my press. 

Mr. Yates. Was it adequate for your purposes ? 

Mr. Karz. We got along on it. We ran on it at that time. 

Mr. Yates. Was it more than it is now? 

Mr. Katz. No, I would not say it was more. I would have to check 
it. 

Mr. Yates. You would have to check it? 

Mr. Karz. Yes. 

Mr. Yates. Has the number of orders for your extrusions expanded 
during the last year or so? 

Mr. Karz. I beg your pardon? 

Mr. Yates. Do you have more customers who want your production 
during the last year? Has your business expanded to that point ? 

Mr. Karz. Yes, I would say so. 

Mr. Yates. What is the nature of the extrusion that you make? 

Mr. Karz. We supply mostly the architectural field, windows, 
doors, sills. We supply truck body shapes, greenhouses, weather- 
stripping to the manufacturers. 

Mr. Yates. And have you tried to obtain aluminum from other 
sources than the primary producers, from other metal companies ? 

Mr. Karz. What others / 

Mr. Yares. Other fabricators or other sources of that type? 

Mr. Karz. I do not know of any other sources. 

Mr. Yates. What about scrap—would that serve your purpose / 

Mr. Karz. It would serve it to some extent, but it 1s not available at 
a price today. We have-always purchased back the scrap from our 
customers and are continuing to do so, but we find that our purchases 
of scrap has gone down considerably as the customers can get 24 or 
25 or 27 cents a pound for their scrap at this time. 

Mr. Yates. What are you doing today, are you paying these prices 
for the scrap? 

Mr. Karz. No; we are still holding our price. We cut considerably 
into our inventory and we should be out of that metal within 60 days. 

Mr. Yates. Did you stock up on metal? You talked about your 
inventory. 

Mr. Karz. Yes, we had an inventory in late 1954. That was at the 
safieétime that they told us there would be enough metal. We ordered 
the additional press, and we saw no shortage at that time whatsoever. 

Mr. Yates. Mr. Steed, any questions? 

Mr. Strep. No questions. 

Mr. Yates. Mr. Sheehan ? 

Mr. Sueenan. Mr. Katz, in 1950 when you used 2 million pounds, 
you apparently got allocations from the Government on that, because 
that was during the Korean war. Is that right? 

Mr. Karz. 1950? 

Mr. Sueenan. Yes. 

Mr. Karz. I do not believe that was during the Korean war— 
we were just starting at that time. We originally purchased the 
mill in Milwaukee, and we moved the entire mill to New York. We 
were down for 6 or 8 months. Some of the equipment was in a rail- 
road wreck. 

Mr. Sueenan. In 1950, you say ? 

Mr. Karz. That is right. 
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Mr. SuHeewan. You still used 2 million in 1950? 

Mr. Karz. I think so. As I said, I would have to check that and 
let you know definitely. 

Mr. SHeenan. The material that you were using in 1950, were you 
using that for war orders or civilian production ? 

Mr. Karz. 1950 was civilian production. 

Mr. SuHeenan. Was that virgin aluminum or scrap? 

Mr. Karz. No; at that time we purchased billets. We did not do 
our billet casting. We were forced into that. 

Mr. SHeeHaAn. What do you mean by “billet?” 

Mr. Karz. The billet is the round piece of aluminum that is put 
into the extrusion press. Our billets are 7 inches in diameter. 

Mr. SHEEHAN. Hew was this purchased—was this originally virgin 
aluminum, or was it purchased from somebody who had smelted it 
down? 

Mr. Karz. It was virgin aluminum. At that time it could only 
be purchased from the producers. It is considered as ingot. 

Mr. Sueenan. In other words, your position today is the same as 
it was in 1950, using the same type of material from the same sources? 

Mr. Katz. No; today I use pig. I cast my own billet, which means 
I convert the pig into a billet form. 

Mr. Sueenan. But essentially both have to come from the original 
producer ? 

Mr. Karz. Yes, sir. 

Mr. SHeeHan. That is all. 

Mr. Arnotp. Do you compete in your fabricated products with the 
primary producers ? 

Mr. Karz. Yes, sir; I do. 

Mr. Arnotp. Do you know of any instance where you have competi- 
tion with specific customers, where you have lost any customer as a 
result of the scarcity of your own supplies of aluminum ? 

Mr. Karz. Yes; I have lost customers. 

Mr. Arnotp. Was that customer then supplied by the primary pro- 
ducer, if that fact is correct ? 

Mr. Karz. I would not know. I know he did get metal. I know 
they did get metal. I do not know whether there is a shortage of 
extrusion today or not. 

Mr. Yates. Thank you very much, Mr. Katz, for coming here and 
testifying before this committee. 

Mr. Karz. Thank you. 

Mr. Yares. The next witness is Mr. Nathanael V. Davis, president 
of Aluminium, Ltd., Montreal, Canada. 

Mr. MacDowell, I understand that you will sit with Mr. Davis. 

Mr. MacDowext. With your permission. 

Mr. Yares. We will be delighted to have you testify before our 
commitee, Mr. Davis. Will you proceed, sir? 


STATEMENT OF NATHANAEL V. DAVIS, PRESIDENT, ACCOMPANIED 
BY E. G. MacDOWELL, DIRECTOR AND VICE PRESIDENT, ALU- 
MINIUM, LTD., MONTREAL, CANADA 


Mr. Davis. Mr. Chairman and gentlemen of the committee, my name 
is Nathanael V. Davis. I am president of Aluminium, Ltd. I have 
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with me today Mr. E. G. MacDowell, who is a director and vice presi- 
dent of Aluminium, Ltd., in charge of our selling activities. 

We are glad to have an opportunity to furnish information to this 
subcommitee regarding the activities of our company in the United 
States aluminum industry. 

A few preliminary words of identification may be useful. Alumin- 
ium, Ltd. (Limited) is the parent company in our group and is a 
pee. owned holding company incorporated in Canada in 1928 with 

5 percent of the shares now held in the United States. The company 
is completely independent of the aluminum producers in the United 
States. Subsidiaries own and operate plants in more than 20 coun- 
tries, the largest being the Aluminum Company of Canada, Ltd. 
(Alcan), whose consolidated gross fixed assets equal about 75 percent 
of the total. Alcan’s smelters are located in Quebec and British 
‘Columba, of which the two largest are at Arvida and Kitimat. 

We have a map on the easel which will show you the location of 
our main smelting plants in the eastern part of Canada and the new 
plant located in the western part of Canada at Kitimat. 

To handle our increasingly important sales in the United States, 
Aluminium Limited Sales, Inc. (Alsales) was incorporated in New 
York as the distributor of Alean metal in the United States. Alsales’ 
head office is in New York with branch offices in Cleveland, Detroit, 
Chicago, and Los Angeles. 

To indicate our relative size in the industry, from the most recent 
annual reports the dollar value of Aluminium, Ltd.’s, total sales was ap- 
proximately equal to Reynolds’ in 1954, greater than Kaiser’s and less 
than one-half of Alcoa’s. Gross assets show that Aluminium, Ltd., is 
second to Alcoa and approximately twice that of either Reynolds or 
Kaiser. 

In contrast to the other major aluminum producers in the world, 
Aluminium, Ltd.’s, principal business is the production and sale of 
aluminum ingot. In all the principal industrial countries of the free 
world except Canada, the fabricating capacity of the domestic alumi- 
num industry exceeds the ingot capacity. The fundamental reason 
why Canada is the one exception is that Canada possesses special 
advantages for the economical production of aluminum ingot. About 
85 percent of the ingot produced by Alcan in Canada is exported ; 40 
percent of the total exported is sold in the United States. 

Last year Alsales, as Alcan’s United States distributing company 
was, we believe, the largest single seller of primary aluminum ingot 
to consumers in the United States. This year it expects to increase 
its shipments to 225,000 tons of Alcan ingot to the United States. 
This compares to 195,000 tons in 1954 and a scheduled minimum of 
290,000 tons next year. 

We use in our statement short tons of 2,000 pounds apiece. 

Our ingot sales in the United States are normally made at the pre- 
vailing United States market price. The United States duty levied 
on the importation of ingot is absorbed by us. 

The growth in our shipments to the United States is shown in the 
following tables giving the worldwide distribution of Alcan ingot 
production during 1949 through 1954-with an estimate for 1955. 

We also have shown graphically on a chart this distribution over 
the period in question. You have, I believe, the figures before you. 
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Underneath the top table there are figures in percentages, broken 
down between the major markets of our ingots. I might point out 
parenthetically, Mr. Chairman and members of the committee, that 
the figure of sales made to the United States in the year 1953 is large 
because in that year we were able to divert metal, partly by cancella- 
tion of contract, partly by borrowing from the United Kingdom. 
That metal was diverted here. 

Mr. Yates. Does your statement later show the capacity, the grow- 
ing capacity, of Alcan? 

Mr. Davis. Yes, sir; we will have capacity figures for you. 

Mr. Arnotp. May I ask this one question? In 1953 was this for- 
giveness or forebearance under your United Kingdom contract which 
had to be made up at a later date, or just a complete cancellation of 
your contractual obligation ? 

Mr. Davis. A portion of it was cancellation of tonnages under con- 
tract; a portion of it was metal loaned, which has or will have to be 
repaid, as will be developed later in this statement. 

During the year 1953 there was a weakening in demand in the 
United Kingdom, and we were able to divert metal from there to 
this market. 

Mr. Yates. Thank you. You may proceed. 

Mr. Davis. The table is as follows: 



































i j 
| | | Qxx oti 
1949 | 1950 1951 | 1952 | 1953 1954 |! a 
Short tons 
| ac TF ee ae A ete 
United States___-- ee 162,250 | 103,100 | 114,500 | 237,000 | 192,560 | 225, 700 
United Kingdom _...-.-.-| 161,500 | 146,300 | 199,750 | 257,750 | 184,600 | 221,800 261, 500 
SERS eee eee ee -| 57,900 | 66,000 86,350 | 88, 550 90,200 | 80,000 75, 500 
All others___._____- | 53,000 | 41,600} 53,800! 39,150! 37,900 | 60,840 58, 500 
NE pick ee ee _| 346,100 | 416,150 | 443,000 | 499, 950 | 549,700 | 555,200 621, 200 
| | 
In percentage 
United States.................. | a3! 389 23.3) 229!) 431 | 34.7 36.3 
United Kingdom_------.-.-- 46.7 | 35.2 45.1 51.6 33. 6 39.9 | 42.1 
aa. on ey tae 15.9 19.5! 17.7 16.4 14.4 12.2 
All others.__..._...-- scoeshe 3) MG 10.0 | 12.1 7.8 6.9 | 11.0 9.4 
i latent ams | . we aan | nese 
Perl: .:2.°:. ete | 100.0} 100.0! 1000! 100.0! 100.0) 100.0 100.0 


Among the principal markets for Alcan ingot, the United States 
has experienced the largest increase in our shipments since 1949. 
In 1955 sales will be almost three times the quantity sold in 1949. In 
other markets estimated shipments in 1955 will be a smaller percent- 
age of the total supply of Alcan ingot as compared to 1949. All mar- 
kets are receiving today only a portion of their requirements. 

In the United States we have energetically solicited the business of 
the rapidly growing independent (nonintegrated) fabricators. We 
have done so in the belief that the independent fabricators would 
look upon us as a natural supplier, not competing with them in the 
United States fabricating business—and that we on our part could 
look to them as steady buyers in both good times and bad times—in 
comparison with those who produce their own ingot requirements. It 
is, I hope, needless to say that we are concerned that today we are 
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unable to fill all of their requirements of us. Our sales to the inde- 
pendents have nevertheless shown a gratifying increase which we 
hope will continue as our expansion program brings in more pro- 
duction. The breakdown of our sales between independents and 
producers is shown in the following table. 

(The table referred to is as follows: ) 


Distribution of sales by Aluminium Limited Sales, Inc., of primary aluminum to 
producer and independents, 1946-54, and estimated 1955 


[Short tons] 





| | 





Topro- | To inde- : | | To pro- | To inde- —e 

| ducers |} pendents Total || ducers pendents Total 
———_—_$____ |-——-—————_ ————_ |__| — |e m$ |__| cc—_ 
ORR 27 is. 43 28, 059 1, 390 29, 449 ide Zé 54, 081 56,338 | 110,419 
| a 11, 811 428 12, 239 37, 614 75, 342 112, 956 
Gemee dds ccs se 60, 000 19, 797 79, 797 105, 300 124, 500 229, 800 
(EEE 62, 465 9, 721 72, 186 || 87, 900 116, 825 204, 725 
WU bu prnktins 127, 356 32, 300 159, 656 WE esnn 1 130, 000 1111, 500 | | 241, 500 

| 








1 Estimated. 


Note.—Totals include aluminum from all sourcesZincluding Alean and excluding shipments to U. 
Government. 


Mr. Davis. I don’t think you would wish me to read the figures, 
Mr. Chairman. 

Mr. Yates. No. The figures may accompany your statement into 
the record, so there is no need to read them. 

Mr. Steed ? 

Mr. Sreep. Mr. Davis, in your figures on page 3 you show total sales 
for 1954, 204,725. In your table on page 2 you quote shipments to the 
United States for 1954 as 192,560. Is that a discrepancy, or is there 
some logical explanation ? 

Mr. Davis. There is an explanation, some of it is simple, some of 
it isnot. The first table is shipment, the second table is sales. Some 
of four sales are made in metal other than metal produced in Canada. 
There have been paybacks of loans made in this country, and that 
would be included in our sales. It would not be included in our 
shipment in any one particular year. 

Mr. Yates. What do you mean by “paybacks of loans”? From 
other producers? 

Mr."Davis. From other producers. 

So they are based on a slightly different foundation, the difference 
being shipment as compared to actual sales. 

Mr. Arno. I still don’t understand this payback. You mean that 
aver for instance, or Reynolds, might make available to you as a 

Q an on previous loans? 

{r. Davis. We have certain paybacks arising from the borrowings 
of metal from the United Kingdom. We diverted metal, as I men- 
tioned previously, back in the year 1953. And some of that was sent 
to the three United States producers, with an undertaking on their 
part to repay it to us later. I have the precise figures with me. 

Some was repaid last year, and some is being repaid this year. I 
believe in the first quarter of 1955 some 14,000 tons of metal is being 
repaid to us, going back to loans made a year or two ago. That metal, 


naturally, does not show as an importation, but it is metal sold to our 
customers. 
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Mr. Yates. This is in the nature of a deferred delivery ? 

Mr. Davis. A part of it was an actual cancellation from our con- 
tract. with the United Kingdom; a part of it was metal loaned by 
the United Kingdom, with the understanding that it would be 
returned. 

Not only has our business among the independents increased 
markedly in quantities, as shown in table II, but the number of our 
customers has expanded. In 1946, the number of independents who 
bought metal from us was 7; at present they number over 100. In 
1953 in order to evidence the importance of this group we voluntarily 
set aside an annual reserve of 110,000 tons a year for them, for a 7-year 

riod. 
itl further evidence of our desire to improve our position as a 
supplier of ingot we have in progress the largest expansion program 
underway in the world today. This expansion will be described 
later in this statement. 

Mr. Yates. May I ask a question ? 

What do you mean by an “independent” ? 

Mr. Davis. We use “independent” as synonymous with noninte- 
grated fabricator. 

Mr. Yates. That would be anybody but Kaiser, Reynolds, Alcan, 
and Alcoa ? 

Mr. Davis. Alcan are ourselves. Kaiser, Reynolds, Alcoa, and 
commencing this year, Anaconda. 

Mr. Yates. Would a company like General Motors qualify as an 
independent ? 

Mr. Davis. Yes, it would. 

It will perhaps assist the subcommittee if we review the history of 
our sales efforts in the United States since the outbreak of hostilities 
in Korea. Immediately after the war started in Korea, we submitted 
at the request of the United States Government, an offer to supply 
220,000 tons of aluminum over 1951, 1952, and 1953, at a price of 1614 
cents a pound. After two extensions of the expiration date of this 
offer, the United States Government allowed it toexpire. The United 
Kingdom Government, whose requirements for aluminum were in- 
creasing rapidly at that time, thereupon contracted for the metal 
offered to the United States Government. The United Kingdom like- 
wise provided considerable assistance to Alcan’s expansion program 
in the form of loans and in return received a first call on certain 
amounts of metal over a period of years. 

Mr. Yates. Which agency of the United States dealt with you in 
relation to that offer? 

Mr. Davis. Perhaps Mr. MacDowell can give the agency. 

Mr. MacDowett. I believe it was the GSA. 

Mr. Yates. GSA was the agency in charge of the purchasing? 

Mr. MacDowett. I believe the GSA does all the purchasing, but I 
am not entirely sure. 

Mr. Yates. But GSA is the one that permitted that offer to expire, 
to the best of your knowledge? 

Mr. MacDowe tt. To the best of my knowledge. 

Mr. Davis. It was at this time that we inaugurated a program of 
concluding long-term arrangements with the independents. 

In 1952, the United States Defense Production Administration (now 
incorporated in the Office of Defense Mobilization), believing further 
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expansion was necessary for the United States mobilization program, 
requested Alcan to submit a plan under which it would agree to offer 
increased tonnages in the United States market. Alcan submitted vari- 
ous plans providing for greatly increased quantities to United States 
consumers. As an indication of the amounts of metal involved, the 
original proposal provided for the delivery of 1,850,000 tons over 
the period of 1952-59. 

By the fall of 1952, it had become apparent that there was little 
likelihood of the United States Government entering into any forward 
commitment for Canadian aluminum. dane) we canvassed 
other possibilities of contracting for business in the United States. 
After approaching a large number of the independents, we found that 
they coukd contract for little additional metal over and above the 
amounts for which they were already committed. Although the pro- 
ducers indicated interest in near-term deliveries, we would not take 
metal away from the independents to satisfy this demand. 

Mr. Yates. May I interrupt again? You stated that in 1952 the 
USDPA requested Alcan to submit a plan to offer increased tonnages 
in the United States market. You submitted several plans working 
to the delivery of 1,850,000 short tons during the period 1952-59. 
What happened to them ? 

Mr. Davis. The Government did not contract for the metal. 

Mr. Yares. Was there hesitancy because of the price? 

Mr. Davis. I do not know the reasons why they did not contract. I 
believe I am right in saying that they turned instead to additional 
United States production. 

Mr. Yares. Is there anything you can add with respect to the nego- 
tiations? After you had made these offers to the Government, did 
you just allow them to sit without telling you that they wanted, or 
did not want, the production ? 

Mr. Davis. We were constantly, at that time, in touch with the 
Government authorities in revising these proposals, but in the end it 
turned out that the Government did not wish to contract. 

Mr. Yates. Did the Government definitely tell you it did not wish 
to contract ? 

Mr. Davis. We put expiration dates on all of these offers, because 
they involved additional production, and they expired. We have, 
and.would be glad to submit to this committee, all of the contracts and 
offers that were proposed to the Government at that time, if you 
would care to have us do so. 

Mr. Steep. Was price an important factor in the negotiations? 

Mr. Davis. No; it was no factor. 

I believe I am right, am I not, Mr. MacDowell? 

Mr. MacDowe tt. Price was nota factor. We offered it at the same 
price that the Government was buying it from other producers. 

Mr. Arnoup. Was the purpose of these negotiations with the Gov- 
ernment an intent to secure an outlet for a market for contemplated 
expansion at the Kitimat? 

r. Davis. Yes. We were at that time expanding Kitimat which 
was a very large and costly expansion and we were very eager to 
obtain firm business. And as I will develop in a moment here after 
the United States Government decided not to contract with us, we 
solicited business from others in the United States and were able to 
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make long-term contracts with Alcoa and Kaiser, which were very 
beneficial for us. 

Mr. Yates. Were your offers predicated upon the necessity of the 
Federal Government taking the amount named in the contract until 
1959 ¢ 

Mr. Davis. I do not remember the details of the offers but in general 
these large offers that we referred to in 1952 were based upon the 
principle that we would offer in the United States to customers these 
large tonnages with an underwriting on the part of the Government 
to take a portion of that tonnage if we were unable to find customers. 
I have forgotten the figures. Mr. MacDowell may have them. 

Mr. MacDowe tt. I don’t remember the figures exactly. But as 
Mr. Davis said, they were large tonnages, as I recall it. The Gov- 
ernment was asked to underwrite a certain portion of any unsold 
quantity there might be if we couldn’t find the customers in a certain 
tonnage in a certain year, we would have the right to call on the 
Government to buy the shortfall. 

Mr. Arnoip. Was that 50 percent underwriting. Do you recall? 

Mr. MacDowett. I have fovqutten: I think it varied in different 
propositions, there were several propositions made. 

Mr. Arnoxp. I am getting a little confused. I have heard so much 
about aluminum, I can’t place where I have heard some of the infor- 
mation. But I recall hearing somewhere that negotiations were 
carried on with independents for a large supply of metal, and that 
Alcan in turn were the independents asking the United States Gov- 
ernment to underwrite 50 percent of that; in other words, take 50 
percent of the supply in case any of the independents folded for 
credit or other reasons, and that was turned down by the Govern- 
ment. 

Could you help me on that, Mr. MacDowell. Is that correct? 

Mr. MacDowe tt. That was part of the plan. I don’t know that it 
excluded any other consumers, in other words, I think our proposal 
was that we would offer during each of these years a stated tonnage, 
and that to the extent we were unsuccessful in selling it we would 
have a right to call on the Government for part or all of the unsold 
balance. That is my recollection. 

Mr. Yates. Was this a time of short supply in the United States? 

Mr. MacDowetz. Well it varied from spring to fall, you might say. 

Mr. Yates. And that was during the Korean war, wasn’t it? 

Mr. Davis. This was in 1952, Mr. Chairman. 

Mr. Yates. Was this a period of shortage ? 

Mr. MacDowe tt. I would say that this was a period of shortage, 
Mr. Chairman. 

Mr. Davis. Mr. Chairman, I have here an extract that I can quote 
from a letter which goes into one of these proposals which I think 
would give the committee an excellent idea of what the proposals 
were. This is a letter from the Aluminum Company of Canada 
to Mr. Anderson, Deputy Administrator, dated April 19, 1952. 

Mr. Yates. Which Mr. Anderson, Samuel ? 

Mr. Davis. S for Sam, W for William, Anderson. I will not read 
the opening part but I will read the proposal : 


1. During the 7 years, 1952-58, we shall offer for sale to the United States 
consumers not less than 1,110,000 of aluminum ingot for delivery as follows: 
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80,000 tons in 1952; 90,000 tons in 1953; 140,000 tons in 1954; and 200,000 tons 
per year, 1955 to 1958, inclusive. 

2. In the event our actual sales to the United States consumers during each 
of the years, 1954 to 1958, inclusive, should be less than the minimum tonnage 
to be offered by us the Government shall to the extent requested by us, pur- 
chase the tonnage differential provided (a) that in no event shall the Government 
be obligated to purchase more than 50,000 tons during 1954 or more than 100,000 
tons during each of the years 1955 to 1958, inclusive. 

I think that gives the principle of the proposal as advanced to 
the Government. 

With regard to price, our offering price to United States consumers under 
(1) above and our sale price to the Government under (2) shall not exceed 
the United States market price prevailing on date of shipment. 

Mr. Yates. Were you able at that time to sell directly to the United 
States customers, other than the Government? 

Mr. Davis. We were at that time selling directly, yes, sir. 

Mr. Yares. And there were no export or import restrictions on 
vour sales in this country? I am thinking of during the war period. 
There were none? 

Mr. Davis. No. 

Mr. Yates. You say there were several proposals. You have stated 
one. Were there others that this committee should know about, in 
order to get the full picture ? 

Mr. Davis. There were several proposals. I do not remember the 
number, but we would be very happy to put the correspondence in 
the record for you if you would care to have us do so. 

Mr. MacDowe ut. There were 3 or 4. 

Mr. Yates. I would be happy to have those proposals in the record. 

Mr. Davis. We will do that, Mr. Chairman. 

(The correspondence referred to appears hereinafter in the appen- 
dix.) 

Mr. Davis. We were discussing 1952 after the proposal to the 
United States Government had lapsed. We had canvassed the inde- 
pendents. 

Some months later, in the spring of 1953, a significant change in 
our position occurred. A continued weakening in the United King- 
dom market for primary aluminum gave rise to the possibility o1 
obtaining the release of a substantial quantity of metal that was 
under eontract to the United Kingdom Government. In this situa- 
tion, after again reviewing possibilities among the independents, 
Alcoa, Kaiser, and Reynolds were informed of new possibilities of a 
contract. Alcoa and Kaiser immediately expressed an interest but 
Reynolds replied that it was not in a position to discuss the purchase of 
metal beyond 1955. In May 1953 we concluded arrangements with 
the United Kingdom Government whereby the latter released a total 
of 176,000 tons, the bulk of it for near-term delivery. This enabled 
us to enter into long-term contracts with Alcoa and Kaiser substan- 
tially firming up our business in the United States market and provid- 
ing us with the forward sales commitments we felt we needed to sup- 
port the large expansion program then in progress. 

We were unwilling to enter into any contract with any of the pro- 
ducers that would disable us from continuing to supply the then 
estimated normal demands upon us of the independents in the United 
States. In order to avoid any apprehension on this score, we made 
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a public announcement that we would for the next 7 years reserve 
for the independents in the United States 110,000 tons of metal per 
year (including metal already under contract). The amount so re- 
served was greater than the amount we had ever sold to them. Now 
with benefit of hindsight we see that we set our sights too low. 

Mr. Yates. Would you know what percentage of your production 
this 110,000 tons was? 

Mr. Davis. If you will give me a moment I can give you the figure. 

In 1953 our production was 546,000 tons; 110,000 tons would be, 
roughy, 20 percent. 

Mr. Yates. And is 546,000 your capacity, or is that the amount you 
produced ? 

Mr. Davis. Our capacity was only 2,0000 tons.above that. We were 
producing at full capacity. 

Mr. Yates. Thank you. 

Mr. Davis. The growth in the requirements of the independents has 
exceeded our earlier estimates. In an effort to improve our ability 
to supply, we have in the past several months authorized expenditures 
of $250 million in addition to the $400 million spent in the last 4 years 
to further increase our smelting capacity. 

We have here a chart which will indicate in dollar value the expendi- 
tures we have made during the past few years and what we plan dur- 
ing the nextfew years for expansion of facilities. 

Mr. SHrenan. Mr. Davis, as I understand the last part of your tes- 
timony, your company did approach the independents in 1952 and 
1953, trying to get them to contract with you for their needs. Is that 
right ? 

Mr. Davis. Yes. 

Mr. SuHeenan. What type of contract did you offer them? Was it 
a firm commitment or a needs contract ? 

Mr. Davis. We have two main types of contracts. One is a firm 
contract, and one is what we call a certificate contract. The second, a 
certificate contract, is a contract by which the purchaser pays half the 
orice of the aluminum ingot at the time when he acquires the certificate. 

3y acquiring the certificate he has the right to exercise a take on a 
specific amount of metal when he puts up the balance of the price. 

Mr. SHerHan. What is the time limitation on that? 

Mr. Davis. The certificate goes on indefinitely. But at the end of 
a 5-year period we have the right to reacquire the certificate if we wish 
to do so. During the interim interest is paid on the money advanced. 

Mr. Surenan. In other words, a forward-looking 

Mr. Yates. What rate? 

Mr. Davis. Three percent simple interest is paid by us during this 

eriod. 
b Mr. Surenan. Then when you could not get these independents to 
accept these contracts you had to seek other places to place them, and 
you went to the primary producers like Alcoa and Kaiser, and so 
forth ? 

Mr. Davis. That is correct, Mr. Congressman. 

Mr. Sneenan. In other words, the gentlemen who are short on 
aluminum now apparently made a mistake in not dealing with your 
company in 1952 and 1953? 

Mr. Davis. Mr. Chairman, many of them were unable to do so, I 
think, were unable to contract forward for such tonnages. 











ALUMINUM INDUSTRY 151 


Mr. Surenan. You mean they couldn’t buy the certificate? 

Mr. Davis. I think their credit position was such that they wouldn’t 
like to stick their necks out quite that far. And we have over a period 
reserved a certain amount of tonnage over and above our contractual 
obligations, to take care of their spot requirements. This amount is 
much too small today. We wish we had a great deal more. But we 
did take care of the requirements of some of our customers who are 
unable or unwilling to make contracts ahead. 

Mr. Sueenan. Of course, as was pointed out in testimony yesterday, 
and as you and the other gentlemen showed today, there were 7 ex- 
truders in 1947 as compared until now, when, with over a hundred 
now, indicating a tremendous growth in that particular phase of the 
industry. Is that correct? 

Mr. Davis. There has been a tremendous growth in that field. 

Mr. SueeHan. What proportion of that growth are you taking care 
of in your own production from 1947 to the present time? 

Mr. Davis. I do not know, Mr. Congressman, what percentage that 
would be, because we do not know what the other producers supplied 
to the independents. 

Mr. SuHeeHaNn. If you sold them 10,000 pounds in 1947 and a million 
pounds today, you would know that and we would know that you have 
done a good job toward increasing the total aluminum available to that 
particular type of people. 

Mr. Davis. I do not have the breakdown between all types of cus- 
tomers, but the shipments to the independents as a group were given in 
this statement, and starting—we could start in the year 1950, our ship- 
ments to the independents were 32,000 tons, and in 1955 they were 
estimated to be 111,500 tons. There has been a marked increase in the 
amount of metal we have sold to the independents. But we under- 
estimated the demands they would make upon us. They have grown 
more rapidly than we estimated, and regrettably we are not in a posi- 
tion today to meet all of their requirements. But I think our record 
of increased sales to them is good. 

Mr. Sueenan. Mr. Davis, I would like to get your own personal 
comment on this particular phase of the aluminum industry, which it 
now appears to me to be developing. First of all, aluminum is much 
cheaper than many other of the basic products, such as steel for use 
‘in caren types of business such as the automobile business; is that 
right. ¢ 

Mr. Davis. No, it is not cheaper, Mr. Congressman, than steel. 

Mr. SHeeHan. In other words, the demand, then, for the use of 
aluminum is not from the standpoint of cheapness but from the stand- 
point of the lightness of the metal. 

Mr. Davis. It depends upon the competitive material. With re- 
gard to the nonferrous metals, on a volumetric basis, we are cheaper, 
that is, copper, lead, zinc. With regard to steel, we are more expen- 
sive, and I think as a broad statement about price, aluminum is about 
twice as expensive as steel on a volumetric basis. 

Is that nght, Mr. MacDowell? 

Mr. MacDowe tt. That is right. 

Mr. Davis. So that we cannot compete pricewise with steel products 
‘except in certain specialized fields. We hope to make some inroads 
into that, but even a small inroad into the steel business would be a 
-tremendous volume for us to handle. 
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Mr. SuHeeHan. It seems to me from reviewing the testimony we have 
heard here, that there is going to be a progressively greater demand 
for aluminum products because of the rapid new usages in the last 
few years and 1 wonder if your industry can catch up in a reasonable 
period of time ? 

Mr. Davis. That is a $64 question. 

I will describe what we are doing in the way of expansion. There 
is certainly adequate evidence that the historical growth trend, shows 
about a doubling of the production and use of aluminum over a 10-year 
period, and we are optimistic, we think that might well continue. 
But, naturally, it is forecasting. 

Mr. Suernan. Then the $64 question is, do you think the industry 
can double its capacity in the next 10 years with normal growth 
stimulation and the usual sources of financial aid ? 

Mr. Davis. I would not like to comment on that without studying 
it very carefully, because the production today, for example, in the 
United States alone, is 1144 million tons and the cost of doubling the 
facilities would be about $1,500 per ton. I can’t multiply in my head 
1,500 times 114 million, but the result would be a very substantial 
capital cost. 

Mr. Surenan. That is the point I wanted to get at. It appears 
to me that the investment required for doubling the industry in 10 
years is going to be so tremendous from a dollar standpoint, that 
American industry will be unable to put this large amount of money 
into the aluminum industry unless it can get financial help just as 
your own company did from the United Kingdom. 

Mr. Davis. There are other considerations than cost itself; there 
are areas in which production can be economic and otherwise, which 
is a point we would like to develop here. But I think our expansion 
program indicates that a great deal can be done. We have spent over 
$400 million in the period 1951-54. We are proposing to spend an- 
other $250 million in the next several years. Those are very large 
expenditures in relation to our size. 1 think when we started our 
expansion program in 1951, our. total assets were around $700 million, 
so we have been stretching ourselves. But we have made substantial 
increases in production. 

Mr. Surenan. Yes, but you are and will be able to do that, as I 
understand it, because you still have vast amounts of untapped water 
in Canada, so that you can get cheaper electricity, which we may not 
be able to do here in the United States. 

Mr. Davis. That is correct. 

Mr. SuHeenan. So that you may be able to expand and double your 
capacity, whereas in the United States, due to the possibility of the 
electrical angle, we may not be able to do so; is that right? 

Mr. Davis. That is a consideration, Mr. Congressman, I think. 

Mr. Sueenan. That is all. 

Mr. Arnoxp. To get back just a moment to this certificate, so I am 
sure I will have it in my mind, I take it the certificate plan is in the 
nature of a minimum-maximum contract; isn’t it? 

Mr. Davis. No, it is not a minimum-maximum contract. It is de- 
signed so that if the customer does not wish to use the metal when 
he has contracted to take it, he will not have to pay the full price of 
the metal; he only pays one-half of the price, so we believe it is a 
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great convenience for the customer who would like to have a certain 
amount of flexibility in his financial forecasts. 

Mr. Arnotp. The reason I asked the question—and you can help 
me on this—it would seem to me that one of the possible explanations, 
or one of the factors, in the present shortage would be that everybody 
would, of course, in this period of scarcity be exercising their right to 
take full haul, and in turn they would have the metal, but the people 
who have those contracts do not represent all the nonintegrated uses’ 
for sure, so that a lot of your supply will be called up by contract 
commitments which again will diminish your supplies available to 
other small nonintegrated independents. 

Mr. Davis. Yes; that would be correct unless we covered ourselves 
on these contract commitments with certificates. We feel we are 
on 30 days’ notice with a customer. If he owns a certificate he can 
deliver it to us, pay the balance, and demand the metal in 30 days. 
So if he doesn’t take the metal in the first instance, we, in effect, 
have to earmark or stock metal to have it available when he wants 
it. By and large—I will ask Mr. MacDowell to check me if I am 
wrong—but I would say that over the past several years, the pur- 
chasers of these certificates have almost immediately surrendered 
them, paid the balance of the purchase price, and taken delivery of 
the metal; is that correct, Mr. MacDowell ? 

Mr. MacDowe tt. That is correct. 

Mr. Sreep. But actually, as your monthly production schedules go 
along, you in effect do some stockpiling on your own account to cover 
the certificates ? 

Mr. Davis. We would do that if the certificate holders do not sur- 
render these certificates. We would have to do that, but as a broad 
statement, over the past several years, these certificate holders have 
promptly surrendered them and called for delivery. 

Mr. Sreep. Going back to this demand for aluminum products, I 
believe you gave the figure of a million and a half tons a year pro- 
duction capacity. Do you have any rough idea about how many 
tons of this supply goes into aircraft production ? 

Mr. Davis. I would like to ask Mr. MacDowell if he can venture 
an opinion on that. 

Mr. MacDowe tt. I will make a guess. I will say 12 to 15 percent. 

Mr. Streep. Then, if the time came when there was a very substan- 
tial cutback, say, in military aircraft, it would have a relatively small 
effect on the overall? 

Mr. MacDowe tt. Of course, a field that consumes 12 to 15 percent 
is a pretty important consumption. 

Mr. Yates. Who is entitled to a certificate from your country? 

Mr. Davis. Anyone who would care to step up and buy one. 

Mr. Yares. Can I buy a certificate from your country, assuming 
that I am not a Congressman ? 

Mr. ‘Davis. You certainly may. 

Mr. Yates. What do I need in order to buy a certificate from 

‘ou? 
: Mr. Davis. You would need only to put down, at the time of buying 
the certificate, one-half the price of the metal purchased under the 
certificate, then you would have the right to that metal any time you 
wished it, over a 5-year period, upon the payment of the balance of 
the price. 
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Mr. Yates. When can I get delivery of the metal ? 

Mr. Davis. Thirty days after you surrender the certificate and 
pay the balance of the price. 

Mr. Yates. There is something here that doesn’t go across me. 

Mr. Davis. I am sorry. 

Mr. Yares. Why shouldn’t all these people who are short of mate- 
rial, then, come to you and buy a certificate from you? 

Mr. Davis. Well, we can only sell the certificate if we have the 
metal to back them at the moment. If someone new were to come 
to us and ask for certificates for 10,000 tons of metal, we would have 
to say, “We are sorry, but we cannot produce that metal quickly 
enough to have it behind the certificate.” 

Mr. Yates. So, it is also a condition that you have the metal ? 

Mr. Davis. Yes, indeed, we have to have the metal behind it, be- 
cause the holder of the certificate can call for the metal 30 days after 
surrender. So, we couldn’t sell a certificate unless we knew we would 
have the metal behind it. 

Mr. Yates. So, it is the nature of a warehouse receipt ; isn’t it? 

Mr. Davis. Precisely designed for that purpose. And we felt it 
would be very beneficial for the customer and especially the independ- 
ent customer whose demand fluctuates from time to time and who 
might not be prepared to contract firm in the usual sense and put down 
the whole price when delivery falls due. 

Mr. Yares. Are these certificates assignable or negotiable? 

Mr. Davis. They are assignable. 

Mr. Yates. Well, they must be worth an awful lot of money today 
to a person who has one of your certificates. Isn’t it worth above par. 

Mr. Davis. I would think it might be, sir. 

Mr. Yates. Would you care to comment ? 

Mr. MacDowett. I don’t on that. 

Mr. Davis. But, Mr. Chairman, there are none outstanding, none in 
existence. In other words, the customers who have the certificate con- 


tracts are taking the metal and paying for it and are not taking the 
certificates. 


Mr. Yares. I see. 

Mr. Sueenan. However, at the present time, you have no certifi- 
cates to offer because all of your production is sold. 

Mr. Davis. That is right. 

Mr. Yates. For how long in the future? 

Mr. SuHeeHan. And you will not offer any certificates until such 
time in the future as your production is not sold ? 

Mr. Yates. Until what time is your production sold ? 

Mr. Davis. That is difficult to estimate. We could find ourselves 
long on metal the last half of this year. We don’t know; we don’t 
think so. But today we would be prepared to take some long-term 
ee in the future. We couldn’t take anything for immediate 
delivery. P 
airriichimas: What is the future? 

Mr. Davis. In 1958, 1959 at the earliest. 

Mr. Sueenan. In other words, there are no certificates available ? 
Mr. Yates. Except for 1958 or 1959. 

Mr. Sueenan. Yes. 

Mr. Davis. Would you confirm me on that, Mr. MacDowell ? 
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Mr. MacDowe tu. I would say that where we have regular customers, 
say a customer’s contract expires this year, we are carrying on now, or 
willing to carry him on through 1956, 1957, and 1958, but we are not 
in a position to step up the quantities of our shipments to him. But 
from 1959, then we are able to increase the tonnage we can offer. 

Mr. YATEs. May I ask for a definition of a very important term you 
used, your quote, “regular” customers. What is a “regular” customer! 

Mr. MacDowe.u. A customer who is on our books as a regular — 
buyer. Nearly all the United States consumers of raw aluminum are 
or have been on our books as customers. 

Mr. Yates. I was under the impression that several of the extruders 
who testified stated that they bought aluminum from your company or 
from Alcan. Does Alcan qualify as one of your regular customers ? 

Mr. Davis. We are Alcan, Mr. Chairman. 

Mr. Yates. Aluminium is merely a holding company ? 

Mr. Davis. That is correct. 

Mr. Yates. But they stated that they bought aluminum from you 
in previous years, and they are not able to get the amounts now. Is 
this because they are not regular customers, or because you are pro- 
rating it, or what is the reason for it ? 

Mr. MacDowet. Probably because they haven’t got contracts. It 
might vary in different circumstances, but I should say by and large 
that should be the explanation. 

Mr. Yares. But they are regular customers. This means, I assume, 
there are many of your regular customers without contracts. 

Mr. MacDowetu. Many; that is right. 

Mr. Yares. In other words, in order to get metal he has got to be a 
regular customer? 

Mr. MacDowe tu. Today we have to hold out a certain percent of 
our metal to take care of the people who don’t buy forward on con- 
tracts. Unfortunately, that tonnage is inadequate today to take care 
of what we sell. 

Mr. Yates. I assume we can come back to that later. Let’s proceed 
with the rest of the statement. 

Mr. Davis. It is, we believe, pertinent to describe briefly what the 
company has done recently and is now doing in the way of expansion— 
and what further potential is available. 

In 1951 the company started a general expansion of its facilities. 
This expansion program was divided into two principal parts—one 
in the ravine of Quebec and the other in the Province of British 
Columbia. 

The first part of the program, consisting of the augmentation of 
power and smelting facilities in the Saguenay district of Quebec, 
was completed in 1952 and 1953. Two new powerhouses were built 
on the Peribonka River with a combined installed generating capacity 
of 540,000 horsepower, and additional aluminum smelting capacity 
of 71,500 tons annually was constructed. The total installed generat- 
ing capacity of the company’s own powerplants in Quebec was thereby 
increased to 2,580,000 horsepower, and the annual smelter capacity 
raised to today’s 547,000 tons. 

The second and largest part of the program, which was completed 
during the summer of 1954, comprised the development of hydroelec- 
tric power at Kemano, British Columbia, 400 miles northwest of 
Vancouver, and the construction, on tidewater at Kitimat, about 50 
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miles away, of an aluminum smelter together with related facilities 
and a townsite. 

As a part of the British Columbia expansion program, the Nechako 
River was dammed to form a reservoir approximately 2,800 feet above 
sea level. A tunnel 10 miles long leads through the coastal mountain 
‘ange to penstocks which drop the water to turbines 2,600 vertical 
feet below. At the discharge end of the penstocks there has been 
excavated a powerhouse cavern large enough to house a 1,200,000- 
horsepower jlataty although generating capacity of only 450,000 horse- 
power is installed at present. Transmission lines capable of carrying 
1,200,000 horsepower have been built from Kemano to the Kitimat 
smelter. The power project has been so designed that further expan- 
sion to a total installed generating capacity of approximately 2,200,- 
000 horsepower, sufficient. to produce 550,000 tons of aluminum per 
annum can be attained. 

The present installed capacity of Kitimat which was put into op- 
eration in August 1954, is 91,500 tons. The total of new construction 
underway is scheduled at 240,000 tons. By the end of 1956, 90,000 
tons of this will be in operation. The balance will come into opera- 
tion in stages to be completed in 1959. The program is to build up 
Kitimat to the 330,000-ton capacity on a schedule closely geared to 
our estimated ability to generate the capital required for expansion 
from within the company. We are actively considering means to ac- 
celerate this schedule as well as other ways to bring in more capacity 
quickly. 

Looking further into the future, Kitimat has a further potential of 
220,000 tons of ingot capacity. This major segment of expansion 
potential will, when and if undertaken, require the driving of a second 
tunnel and large capital expenditures. 

Mr. Sreep. Just as a matter of idle curiosity, does the severity of 
the winters up there have anything to do with your operating sched- 
ule? 

Mr. Davis. We have favorable conditions all year, it is even more 
favorable than eastern Canada. 

Mr. Streep. You don’t have any trouble then with rivers freezing 
up and that sort of thing? 

Mr. Davis. We have no water trouble there. We had some trouble 
this year from an avalanche, but it is something that we will rectify. 
The climate is not too severe at sea level. It is in the mountains, 
but at sea level it is not too severe. 

You may wonder why we go to such distances to produce aluminum. 
The production of aluminum calls for extraordinary large amounts 
of electric power at a price too low to be attractive to suppliers in 
populated or industrial areas. As an example of the latter, an alum- 
inum smelter located in a region which is growing industrially will 
consume a vast amount of power which many manufacturing con- 
cerns, capable of employing often 50 or more times as many people per 
unit of power, would be able and eager to use at higher prices. 

In Canada, low-cost power sites, including many yet undeveloped, 
are available in areas where there is little or no industrial competi- 
tion for power at a higher rate and we believe others besides our- 
selves will take advantage of such economical sites. Our expansions 
in Quebec and in British Columbia have been influenced, in large part, 
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by this philosophy. We believe strongly that over the near and long 
term aluminum production based on abundant low-cost hydroelectric 
power, such as is available in Canada, offers the best opportunity for 

olding the line against increases in aluminum prices which would 
work to the detriment of all aluminum fabricators, large and small. 

Mr. Sreep. I gather, then, that you wouldn’t disagree with an idea 
that as we seek further supplies of virgin aluminum that we look more 
to Canada than we do to facilities here in the United States. 

Mr. Davis. We do favor such an idea, we believe it is economically 
sound to do so. 

Mr. Arnotp. With reference to this one last. statement that this 
production would offer the best opportunity for holding the line 
against increases in aluminum prices, has Alcan at any time ever 
done anything else than follow the aluminum price in the American 
market ? 

Mr. Davis. Normally, we follow the prices prevailing in this mar- 
ket. But there have been one or two exceptions but as a general state- 
ment ninety-nine times out of a hundred we follow the United States 
prevailing price. 

Mr. Arnoxp. Let’s assume the domestic price of the primary pro- 
ducers in the United States were increased shortly in the future 144 
to 2 cents, would Alcan similarly raise its price to the United States 
market ? 

Mr. Davis. That is a very difficult question. 

Mr. Arnowp. I don’t want to put you in an antitrust position. 

Mr. Davis. It is a very interesting question. 

Mr. Arnotp. Maybe I had better rephrase the question. In other 
words, what I have in mind is that, historically, the price of Alcan 
has been the same as the price of the primary producers in the Amer- 
ican market, so, therefore, I am not sure what price guaranty we 
would have, no matter how efficient your operations were in Canada, 
if you always followed the American price. 

Mr. Davis. We have gone on record to the effect. that if the Amer- 
ican prices were to skyrocket we don’t think we would follow them 
along. Weare ina very difficult position, because if we were to quote 
in this country below the United States American prices, there would 
be an immediate application for an increase in the tariff. And today 
we are paying a tariff—it doesn’t seem to be large when viewed as 114 
cents per pound, but I believe that it is pertinent to note that we have 
paid nearly $27 million in tariff in the last 5 years, importing our 
ingots into this country. 

Mr. Yates. Are you able to produce aluminum at a lower cost than 
the companies in this country ? 

Mr. Davis. We believe we are, sir. 

Mr. Sreep. Would this be a fair assumption that when a situation 
developed where there was more than enough virgin aluminum the 
fact that you were able to produce it cheaper in Canada than they are 
producing it in the United States, would that be a factor in holding 
down the United States price? 

Mr. Davis. We believe it would. 

Mr. Arnotp. Of course, the committee is very much interested in 
the competitive situation in the United States. And Alcan has some- 
times been called the fourth competitor, but again the problem that 
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bothers me is on the price competition. I certainly don’t see any 
competition there and I am wondering whether—you say if the price 
skyrocketed in the United States, you probably wouldn’t skyrocket 
with it, but if you had substantial decreases in your own operatin 
costs, which is possible from what you have just testified, too, woul 
you lower your price, even taking the rest of the tariff ? 

Mr. Davis. Our cost of production is, we believe, somewhat lower 
than the cost of production of Americans. We do, when we sell in 
this market, have to pay a tariff. I would hesitate to state how the 
cost of the tariff compares with the difference in the cost of production 
between Canada and the United States. 

I think—and I don’t want to appear, gentlemen, to be urging an 
elimination or reduction of the tariff, we didn’t come down here to 
talk about that—but if we could be assured that the tariff wouldn’t 
immediately be put up against us if we were to enter price competition 
with others, I think we would be somewhat encouraged to do so. It is 
an important consideration for us in this market. 

And I would like to ask, Mr. MacDowell, do you think if we under- 
quoted prevailing United States market prices there would be an 
application for an increase in the tariff? 

Mr. MacDowett. I think it would be an inevitable result. Of 
course, you can’t have two prices for any basic raw material, like alum- 
inum in any market, any more than you can have two prices for cop- 
per, for very long. They all tend to seek one level but it seems to 
me that the fact that we are importing the ingot, and our large pro- 
duction tends to discourage the American producers from putting 
their prices too high. 

Mr. Arnowp. There is an application to suspend the tariff; isn’t 
there one pending? 

Mr. MacDowett. I believe there is; yes. 

Mr. Arnotp. Wouldn’t Alcan, with tariffs suspended, reduce its 
price in the American market by the amount of tariff suspension ? 

Mr. Davis. I do not think we would. 

Mr. Yates. Because of possible repercussion for an increased tariff ? 

Mr. Davis. That is one consideration. Another consideration is 
we wouldn’t want to be in this market at prices lower than in Canada, 
because we could be charged with doubling up. Our prices in Canada 
are lower than prices in the United States. 

Mr. Yares. They are lower? 

Mr. Davis. They are lower. 

Mr. Yates. To the extent of the tariff? 

Mr. Davis. No; not quite to that extent. 

Mr. Arnoup. How could you be charged with dumping in a situa- 
tion of scarcity ? 

Mr. Davis. I doubt if it would happen in a situation of scarcity. 
But I believe I am right in saying that if an importer sells his product 
at a lower price than he sells it in his home market, he is subject 
to the charge of dumping. 

Mr. SueenAn. Under our own particular tariffs, you would be 
subject to the charge of dumping. 

Mr. Davis. That is my understanding. 

Mr. Arnotp. The price in Canada, then, is the same as the price 
in the United States. 
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Mr. Davis. The price in Canada is. lower than the price in the 
United States. 

Mr. Arnoxp. So, if the tariff was suspended you could reduce the 
price in the United States without undercutting your Canadian price‘ 

Mr. Davis. It is not quite the amount of the duty. 

Mr. Yates. Is the Government of the United States one of your 
customers now ? ; 

Mr. Davis. No; we do not sell currently to the United States 
Government. 

Mr. Yares. Is there a reason for it? 

Mr. Davis. Not on our side. 

Mr. Yates. Has the Government of the United States made any 
effort to buy any aluminum from you? 

Mr. Davis. Yes; over a period, and we have made occasional spot 
shipments to the stockpile. Over the next few years we will be selling 
a relatively small tonnage, a few thousand tons a year, to the Govern- 
ment, in repayment of an ECA loan made to an affiliated company in 
Jamaica, which was helped by an ECA loan to get ahead with its 
expansion program. The repayment of that loan will call for a small 
tonnage of aluminum, but it is insignificant. 

Mr. Yates. The Government has made no overtures for purchasing 
additional amounts of your production recently ? 

Mr. Davis. No, sir. 

Mr. Sreep. Mr, Davis, going back to this price thing, did I under- 
stand you to say that if you were able to sell your aluminum in the 
United States less the tariff, that the United States price would be a 
fraction lower than your existing price in Canada if the tariff were 
taken off ? 

Mr. Davis. If the tariff was taken off and we passed the saving on 
to our customers by a reduction in our price, the price in the United 
States would be slightly lower than our tariff price in Canada. 

Mr. Steep. That is what I thought you said. 

Mr. SueeHAn,. Mr. Davis, if the United States Government should 
enter into a long-term contract with you to buy aluminum for stock- 
piling, do you think you would be in a position to consider it ? 

Mr, Yares. Are they a regular customer ? 

Mr. Davis. We could not do anything immediately. I think to 
bring in large additional tonnages, it would be necessary for us to 
undertake the second stage of development of the Kitimat project 
which as I mentioned, would be a very major expansion, and a rela- 
tively costly one. However, we might be able to do something in the 
next 2 or 3 years from now, but that. would be the earliest time. 

Mr. SuHeenan. What. went through the minds of some of the mem- 
bers of the committee, I know, is that if the Government took care of 
some of their stockpiling needs from your organization through your 
expansion program, why that would definitely tend to cut down the 
demand on the domestic market, which would permit our own domes- 
tic supply to have more metal. In your exports to England, what 
is your price relationship there to your Canadian price, and your 
United dtates rice ? 

Mr. Davis, We have a firm contract. with the United Kingdom 
Government for a price with an escalator clause. The price in Eng- 
land, I believe, expressed in United States currency is 20,37 cents per 
pound; is that right, Mr. MacDowell ? 
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Mr. MacDowe tt. That is right. 

Mr. Sueenan. And you are selling it for 23 cents in America? 

Mr. Davis. We are selling it for 2114. We pay the duty. We sell 
at the market price and pay the dut 

Mr. Sueenan. Now, as I resseatibnr; we have been kicking around 
the figure at which this aluminum is sold in America at 23 cents a 
pound. 

Mr. Davis. You are probably referring to ingot sales, but T believe 
most consumers of aluminum, the primary metal, will purchase it as 
pig at the price of 2114 cents per pound. There is a price differential 
between pig and ingot ( but the customer buys pig. 

Mr. Yares. Is the United Kingdom stockpiling? 

Mr. Davis. Not to our knowledge today. 

Mr. Yates. Is Canada stockpiling ? 

Mr. Davis. Not to our knowledge. 

Mr. Yates. Are any of the member nations of the United Kingdom 
stockpiling ? 

Mr. Davis. Not to our knowledge. 

Mr. Yares. If they were, you would know about it, wouldn’t you ? 

Mr. Davis. I think we would. 

Mr. Streep. What you have said, then, is that not including the 
tariff factor, that actualy metal costs a little more in England than it 
costs here. 

Mr. Davis. No; our metal costs less in England than here. The 
buyer of our metal in England pays less for it than the United States 
buyer. 

Mr. Sreep. Not with the tariff taken off ¢ 

Mr. Davis. There is no tariff to England. 

Mr. Steep. What did you say the English price is ? 

Mr. Davis. The English price in United States dollars is 20.37 per 
pound. That is what our English customers would pay us for metal. 

Mr. Streep. That is 2114? 

Mr. Davis. A customer here would pay us 2114 cents per pound. 

Mr. Streep. If you took a cent and a half duty on it, it would be more 
expensive in England than it is here? 

Mr. SHeenan. If you are selling it for 2114 cents a pound, Mr. 
Davis 

Mr. Davis. I beg your pardon; yes. 

Mr. Yares. 21.5 m the United States and 20.37 in England. 

Mr. Davis. We net more on our sales to England and certain other 
countries than we do on our sales to the United States. 

Mr. Sreenan. By three-tenths of a cent a pound? 

Mr. Davis. I believe that is the figure. There are exchange differen- 
tials that come into it which make it rather complex. 

Mr. Arnotp. What is the price in other European markets for the 
same pig ¢ 

Mr. Davis. Our price? 

Mr. Arnotp. Your price. 

Mr. Davis. Well, Mr. MacDowell can give you our selling price 
that we quote to other markets. 

Mr. MacDowetv. In markets other than Canada, the United States, 
and the United Kingdom, we are selling our ingot at the port of desti- 
nation at prices based on 20.25 United States currency f. o. b. Cana- 





ALUMINUM INDUSTRY 161 


dian Atlantic or Pacific. That may sound a little complicated, but it 
really isn’t. 

Mr. Arnow. I have heard—and we haven't verified it—that the 
price in the European market is about two and a half cents higher 
than the American market, and that is what I was trying to 
straighten out. 

Mr. Davis. We have the prices here in the internal European mar- 
ket. Would any particular countries interest you ? . 
Mr. Yates. Do you have any objection to putting that in the record ? 

Mr. Davis. No; it is public knowledge. These are not our prices; 
these are the prevailing prices in these markets. 

Mr. Yates. All right. 

Mr. Davis. Our price, as Mr. MacDowell said, we sell on the basis 
of 20.25 cents a pound f. 0. b. Canada. We don’t quote it in precisely 
those terms, but that is what it comes to, 20.25 cents per pound f. o. b. 
Canadian port. 

Isn’t that correct ? 

Mr. MacDowety. That is right. 

Mr. Arnotp. How about the question of—I understand that most 
of the European markets have also erected very high trade barriers 
and developed their own aluminum production. Does that have any 
substantial effect on you in going into these markets? 

Mr. Davis. Some of them have high barriers, and as a result their 
internal prices are higher, but we can still meet them. I can give 
you some random prices. 

In Germany the price is 24.1 cents expressed in United States dol- 
lars. I don’t know precisely what the German duty is, but Mr. Mac- 
Dowell may be able to give us the figure. 

Mr. MacDowetu. The German duty varies from time to time, de- 
pending on whether there is a shortage or a surplus in the country at 
the moment. I think they are allowing 20,000 tons a year to come into 
Germany duty-free. 

Mr. Yates. Do they have their own producers there? 

Mr. MacDoweut. Yes. Germany has a production of, I would say, 
140,000 tons a year. I have got it exactly if you would like to have it. 
In 1954 they produced 142,000 tons in Western Germany. 

Mr. Yates. Are they expanding their production? 

Mr. MacDowext. Yes; they will be able to produce 148,000 tons 
this year and 150,000 next year. 

Mr. Yates. Does your company sell scrap or just primary metal ? 

Mr. MacDowetn. By and large we sell no scrap, very little. 

Mr. Arnotp. Could you make available—do you have extra copies 
of the European prices? 

Mr. Davis. So far as I know, we can make them available. 

Mr. Arnotp. I would appreciate it if you could mail them to the 
Small Business Committee. 

Mr. Davis. We would be pleased to. 

Mr. YAres. Perhaps we had better let you state your conclusion. 

Mr. Davis. From the information which we have presented here, 
we hope that the subcommittee will feel, with us, that the United 
States market has received our best consideration. In conjunction 
with our very large and rapid exparision of recent years, we have 
vigorously sought out United States business from all possible sources. 
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We have consistently done so in spite of the fact that many of the 
markets outside the United States of America are more ‘profitable 
to us since we absorb the United States duty of 1.5 cents a pound on 
all sales to United States customers. Our distribution of aluminum 
in recent years and the record of our activities in the United States 
clearly indicate, we believe, that we are not catering to the more 
profitable markets at the expense of the United States—in fact, to 
the contrary. 

We are desirous of improving our position as a source of supply to 
United States fabricators and stand ready to cooperate as fully as we 
can in doing so. We shall be glad to furnish additional information 
if the subcommittee so desires. 

Mr. Steep. Mr. Davis, you gave some information here about this 
expansion program that your company has underway for production 
in Canada. Does this new capacity—will the type contract you have 
with the United Kingdom apply to this additional capacity you are 
adding ? 

Mr. Davis. Perhaps we should briefly describe our contract: with 
the United Kingdom Government. In 1951 the United Kingdom 
Government entered a firm contract with us for a little over 1 million 
tons of aluminum for that period through the year 1955. That contract 
will terminate at the end of the current year. The United Kingdom 
has a first call on our production thereafter for a period of about 
15 years for metal in the amount of approximately 275,000 tons per 
annum. 

The first call fluctuates slightly between individual years, but as 
a general statement, at the termination of our contract with the United 
Kingdom this year, they will have a continuing call on our production 
of 275,000 tons per annum. That is about the amount of metal we are 
selling to them now—it is the amount of metal we are selling to them 
now, approximately. 

Mr. Sreep. Then any additional capacity you add on would in no 
wise change the terms of your United Kingdom contract ? 

Mr. Davis. Not at all. 

Mr. Yates. Mr. Davis, this is my first job as chairman, and I now 
realize I have been remiss in not having brought out for the record 
your residence. I wonder whether you are an American? 

Mr. Davis. I am an American, and I reside in Newton, Mass. 

Mr. Yates. And you are the president of Aluminium, Ltd. ? 

Mr. Davis. That is correct. 

Mr. Yates. Are you also president of Alcan? 

Mr. Davis. No, I am not president of Alcan. 

Mr. Yares. I assume, Mr. MacDowell, that you are vice president 
of Aluminium, Ltd. ? 

Mr. MacDowett. Yes. 

Mr. Yates. What is your first name? 

Mr. MacDowetz. Elmer. 

Mr. Yates. You live where? 

Mr. MacDowert. Saunderstown, R. I. 

Mr. Yates. I would like to get back to the question of your regular 
customers, if I can. 

How did you determine which orders you will take? Are you on 
long-term commitments now? Who are the independents that you 





ALUMINUM INDUSTRY 163 


approve as your regular customers? And, if in the course of my ques- 
tioning I ask you something which you prefer not answering because 
it may be a business secret of some kind, let me know, and I will respect 
that request. 

Mr. Davis. Mr. MacDowell is perhaps in a better position than I 
am to describe the various categories of independent customers we 
have. There are several categories. 

Would you like to describe them ? 

Mr. MacDowet. I will make a try at it. I think, as brought out 
in our statement here, that today we have in the United States a 
hundred consumers of raw aluminum who buy part of their require- 
ments from us. Some of them may buy all of their requirements 
from us. 

Mr. Yares. You have 100 consumers who take 40 percent of your 
total production, because, as I understand your statement, you said 
40 percent of the total—on top of page 2, you said about 85 percent 
of the ingot produced by Alcan is exported, 40 percent of the total 
exported is sold in the United States. 

Are these the hundred customers throughout the world, or a hun- 
dred customers in the United States? 

Mr. MacDowe tt. In the United States. 

Mr. Yates. Therefore, 100 customers take 40 percent of your total 
production ; is that right? 

Mr. MacDowe.u. We are speaking of the independents. 

Do you mean, to limit our customers to independents ? 

Mr. Yates. No. Let’s start out 

Mr. MacDowett. That would be right. 

Mr. Yares. 40 percent of your total production is shipped to the 
United States. What is that, in terms of tons, 40 percent of your 
production? Was that 240,000 last year? 

Mr. Davis. May we take this year? This year we expect to ship 
to the United States 225,000 tons, and in percentage, that is about 36 

ercent. 
r Mr. Yates. That is 36 percent of your total production. What pro- 
portion of that goes to the other primary producers? 
_ Mr. Davis. If. you will turn to the statement, on the following page 
(see table IT) we have a breakdown between our sales to producers 
and our sales to independent customers. 

Mr. Yates. What producers do you service? Do you service all of 
them ? 

.. Mr. Davis. We have long-term contracts with Alcoa and Kaiser, 

Mr. Yates. Alcoa and Kaiser? 

Mr. Davis. That is correct. 

Mr. Yates. Running how long? 

Mr. Davis. They will end in 1958. 

Mr. Yares. And they take about 60 percent of your American im- 
ports, don’t they ? 

Mr. Davis. For the year 1955 it is 130,000 tons for the producers, 
and about 111,000 tons for the independent. So that is, I think, 
approximately 60 percent this year, between 50 and 60. 

Mr. Yates. And that leaves about 40 percent, roughly, of the 40 
percent for independents in the United States? 

Mr. Davis. Yes. 
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Mr. Yates. Now, who are the independents that get the 40 percent 
of the 40 percent ? 

Mr. Davis. We have about at this time a little over a hundred 
independent customers. 

Mr. Yates. Do you have any objection to telling the committee who 
those customers are ? 

Mr. Davis. We have no objection. I think we would like to be sure 
our customers have no objections. 

Mr. Yares. I see. That is the reason why I asked you whether you 
had any objections. 

I don’t know how else to bring out—I will ask you a question, Mr. 
Mac Dowell. 

How do you select your regular customers, the ones who are able 
to get your product ? 

Mr. MacDowext. Our salesmen are out on the road knocking on 
doors and trying to get orders, and have been doing it for years, and 
over the years many people have turned into regular customers, people 
looking to us for a part of their requirements. 

Mr. Yates. But now your salesmen don’t have to go out and knock 
on doors ? 

Mr. MacDowe tt. They are out holding the customers’ hands and 
trying to sympathize with them. 

Mr. Yates. Is General Motors one of your customers ? 

Mr. MacDowett. Yes. 

Mr. Davis. Perhaps I might say there, Mr. Chairman, that it has 
been the case that we have had to ask for an extension of deliveries with 
some of our customers who had firm business with us, because we were 
unable to meet the demands. And one of the reasons is that we have 
had an interruption of production in Canada in the earlier part of 
this year. 

Mr. Yares. Because of the slide, you mean ? 

Mr. Davis. An avalanche took out our transmission line and stopped 
our production for a period. I am sure Mr. MacDowell would confirm 
that we are doing our utmost to treat our customers as evenly as we 
can in this very tight situation. We are reserving a certain amount 
of metal—it is much less than we would like—for customers who are 
unable to contract for it. 

Mr. Yates. How much of your metal do you sell to the entire auto- 
mobile industry ? 

Mr. MacDowe tu. The automobile industry ? 

Mr. Yates. Yes; the American auboinobiie industry. I assume all 
of them are classified as independents, are they not ? 

Mr. Davis. If we sell to all of them, they would be. I am not sure 
we sell to all of them. 

Mr. MacDowetu. We sell very little to the automobile industry, ex- 
cept to General Motors, who is a customer and have been for several 
years, and who have a certificate contract. The other automobile 
makers do not, by and large, make their own castings. General Mo- 
tors have their own foundry and make their own castings. _The other 
large auto companies in the United States usually buy their castings 
from a third party. 

Mr. Yates. We have heard a lot of testimony in this committee about 
historical patterns. Do you use a historical pattern in dealing with 
your customers ? 
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Mr. MacDowent. I would say it is always a factor, the historical 
pattern. , 

Mr. Yates. But you don’t bind yourselves to it / 

Mr. MacDowet. No; we try to keep the good will of our customers 
by keeping them on the books and giving them all we can, giving them 
more dean their contract specifies, if we have it and they want it. 

Mr. Yates. I am not sure that I favor the use of historical patterns, 
either. I think it is one thing to be considered, but it seems to me that — 
if you adhere to it rigidly you would prevent any newcomers from 
coming into the field in periods of shortage. 

Mr. MacDowetn. Yes. 

Mr. Yares. What I seek more than anything else, really, is your 
advice, inasmuch as you have been in this business for such a long 
period of time. The aluminum business, of course, has been one where 
you had more periods of shortage than you have of surplus. 

In periods of shortage, assuming that we cannot get the expansion 
that we need to take care of all customers, who would you advocate 
a distribution of metal to—to the fabricators, or to the independents # 

Mr. MacDowett. I think it is difficult to give a formula. About 
all you can do is try to be fair and keep everybody as well satisfied 
as you can. In other words, you have got to go into rationing. 

I don’t think we have many contract customers who are getting 
even all that is specified in their contract today. Mr. Davis has testi- 
fied we had an interruption of production in Kitimat in the first 
part of this year. Well, it is an act of God, and the metal isn’t 


produced and we can’t deliver it. And so our customers are under- 
standing, by and large.. 


Mr. Davis. Mr. Chairman, might I emphasize the fact that we have 
actively solicited the business of the independents; we have gone after 
them because we feel we are a natural source of supply for them and 
we, on our side, feel that they are more likely to be steady customers 
than the producers themselves. We wish we had more metal available 
for them now. We underestimated the growth of the demand that 
they would make upon us. 

Mr. Yates. You are allocating approximately 60 percent of your 
exports to the United States, to Kaiser and to Alcoa, under long-term 
contracts. Are they getting the full amount of their contracts? 

Mr. Davis. I believe they are. 

Mr. Yates. There has been no reduction in their contracts during 
the period of shortage ? 

Mr. Davis. Not to my knowledge. 

Is that right, Mr. MacDowell ? 

Mr. MacDoweti. We may be behind a month or a couple of weeks, 
but by and large we are up with them on our contract obligation. And 
that 1s generally true of all of our contract customers. — 

Mr. Yates. This is true of all of your long-term contract customers / 

Mr. MacDowett. Generally true. 

Mr. Yates. Including the independents ? 

Mr. MacDowet.. Yes; including the independents—which doesn’t 
mean that we are always on time with the scheduled delivery. 

Mr. Davis. Mr. Chairman, I would like to indicate here—it is some- 
thing that I don’t fully understand myself, maybe Mr. MacDowell 
ee categories we put our customers into in the United 

ates : 
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1. Long-term certificates contracts and long-term straight contracts 
with independents. Those we consider are both the top priority. 

2. Sufficient spot sales to independents to bring the total up to 
110,000 tons per year. 

3. Long-term producers’ contracts. 

4. Written and/or verbal commitments to noncontract independents 
and distributors. 

When we find ourselves in a position, as we are today, where there 
is.a Shortage, we try to treat these various categories, and those within 
them, as fairly as we can. 

Mr. Yates. Do your contracts permit you to defer deliveries to the 
primary producers ? 

Mr. Davis. No; they do not. 

Mr. Yares. In other words, you are relieved of your obligations 
only through acts of God, such as the slide, the avalanche? 

Mr. Davis. There is a force majeure clause. 

Mr. Yarrs. What is the nature of the other contracts that you make 
with the independents? If there is a shortage are you entitled to 
relieve yourselves of delivery ¢ 

For example, Mr. Katz and some of the others who testified yester- 
day stated that they were told that. there would be enough aluminum, 
therefore they placed orders with the primary producers, and the 
producers were not able to deliver. Is there any kind of clause in 
your contract saying that you don’t have to deliver ¢ 

Mr. Davis. We could invoke force majeure. 

Mr. Yates. You could, but your customer could not? 

Mr. Davis. He could invoke force majeure if he were unable to take 
it for reason of force majeure. . 

Mr. Yares. Suppose one of your customers wanted the aluminum, 
could he compel you to deliver it if he places the order with you? 

In other words, what I am getting at, what is the nature of an 
ordinary order you have from an extruder of the size of Mr. Katz? 

Mr. Davis. Well, Mr. Katz’s order, I believe, falls into the category 
of the noncontract customers; he has placed a firm order for this year. 
Those who have placed firm orders for this year we have had to ask for 
a deferment of deliveries because our metal is in short supply. 

Mr. Yares. Does that type of an order give you the right to defer 
deliveries ? 

Mr. Davis. I am not sure. 

Do you know, Mr. MacDowell ? 

Mr. MacDowe tt. No. 

Mr. Davis. I do not know. 

Mr. Yares. Would you know that, Mr. Katz? 

Mr. Karz. No, I wouldn’t. 

I also wouldn’t jeopardize my standing with the producers. 

Mr. Yares. I am sure you don’t have to worry about that with 
Alcan. 

Mr. Karz. They have been very good up until this last month. 

Mr. Yares. I am glad you put that in the record. 

Now, I notice that you are increasing your capacity by 96,000 tons, 
is that correct, by the end of 1956? 

Mr. Davis. That will come in at the end of 1956. 

Mr. Yares. Is that production already sold? 
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Mr. Davrs. Yes, that production is already spoken for. 
Mr, Yates. What portion of that will go to the United States? 
Mr. Davis. May I explain it this way 
Mr. Yarers. Of course you may. 

Mr. Davis (continuing). We estimate that ae the 3-year period, 
1955 to 1957, our current expansion program will produce approxi- 
mately 350,000 tons of aluminum over and above the level of actual 
production in 1954, 

During the same 3-year period, 1955 to 1957, we are scheduling 
increased sales in the United States market of over 200,000 tons above 
the level of our United States sales last year. 

These estimates show that we are, in effect, earmarking over half 
of our increased production for the United States market. The great 
majority of this additional metal scheduled for the United States 
market will go to meet our contractual obligations to Alcoa and Kaiser. 
But there will be a modest increase in our scheduled shipments to the 
independents. 

Mr. Yates. That is disheartening, in a sense, because of the story 
that we get from the fabricators. 

And are the increased allocations for Kaiser and Alcoa in accordance 
with the terms of the long-term contracts ? 

Mr. Davis. It is in accordance with the terms of the contracts. 

Mr. Yares. Are these contracts predicated on a certain portion of 
your capacity ¢ 

Mr. Davis. No; nota bit. These were contracts entered into back in 
1942, when we were actively soliciting business, and they were long- 
term contracts entered into at that time to support us in our expansion 
program. 

We were very keen to get commitments for the production coming 
out of our expansion, which was a financial burden which was upon 
us at that time. 

Mr. MacDowell would like to correct me, that the year was 1953, he 
believes, not 1952, when we entered into the contract with Alcoa. 

Mr. Yates. You stated 1942. 

Mr. Davis. I beg your pardon. The year should be 1953; that is the 
correct year. 

Mr. Chairman, these estimates, which indicate a modest increase 
in our scheduled sales to the independents, we are hopeful that we 
can do better. We are actively considering ways and means in which 
we can speed up production. Weare not sufficiently sure of ourselves 
to be able to go out and say to the independent, “We can guarantee you 
this metal.” But if we are able to, a portion of it, at least, would go 
in their direction. 

a mene May I interrupt Just a eats 

Mr. Katz, how many people do you employ ? 

Mr. Katz. About 100 ‘peaple. : ar 

Mr. Yates. The definition of a small business with which this 
committee has been concerned in the past is a firm that employs less 
than 500 people. 

Would you have any objection to furnishing for the record a break- 
down of your 100 customers by numbers of people they employ, in 
terms of whether they exceed or are less than 500% 
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Mr. Davis. If we can get that information from our customers, 
Mr. Chairman, and if our customers are agreeable, we would have 
no objection; we would be pleased to do so. 

Mr. Yates. That would give us some idea. I don’t want to inter- 
fere with your customer relationships, but that would give us some 
idea as to what portion of your production in the United States is 
going to firms of the type of Badger and of the type of the other 
extrusion company that are filing complaints with us. 

Mr. Steep. No questions. 

Mr. Yates. Mr. Sheehaiu. 

Mr. Surenan. Mr. Davis, in order to clarify one of the parts in 
your conclusion on which I am a little confused, I would like to 
have you go back to the sentence in which you say that you have con- 
sistently supplied the United States market, even though outside 
markets are more profitable, since we absorb the United States duty 
of 1.5 cents per pound on all sales to United States customers. Now, 
if you are charging people in Canada, and you have an f. o. b. price 
Canada of 20.25 cents per pound, and you are wales United States 
customs 211% cents per pound, you are not absorbing the duty, are 
you? 

' Mr. Davis. We absorb the duty on our sales down here. 

Mr. Sueenan. But, if you would really absorb the duty, you 
would sell it in the United States at 20.3 the same as you are selling it 
in Canada and England. 

Mr. Davis. We may be running into an exchange differential here 
but I am not sure I completely understand. Our current price in 
Canada is 20.25 cents Canadian ; is that correct ? 

Mr. MacDowet.. That is correct. 

Mr. SHEEHAN. 20.25 cents. 

Mr. Davis. Canadian. 

Mr. Sueenan. Why don’t you sell it to the American market at 
20.25 cents ? 

Mr. Davis. 20.25 cents Canadian. Let me find out what the United 
States equivalent is. 

Mr. SuHeenHan. Don’t find that out, because you state in your testi- 
mony that you were selling foreign at 20.25 i o. b. Canadian ports 
in United States currency; is that right, Mr. MacDowell? 

Mr. MacDowe.t. Well, Mr. Congressman, if you will take 20.25 
cents—and let’s assume no exchange differential—let’s assume that 
it costs us an average of a half a cent freight into our Canadian 
customers, then the return to us, the net return to our company is 
19.75 cents. 

Now, in the United States, we sell at 2114 cents. We pay 11% 
cents duty ; we pay 1 cents to transport, or a total of 214, and we get a 
return to the company of 19 cents f. o. b. smelter. 

Mr. SueewHan. But you are not absorbing duty. The Americans 
are absorbing duty in the higher prices they are paying for it over 
and above what your other customers are paying for it. 

Mr. Sreep. The point you are trying to make, as I understand it, 
Mr. Davis, is that you get more per pound for what you sell in 
Canada than what you do in the United States. 

Mr. Davis. That is correct. There are exchange considerations and 
the like, but as a general statement our sales in Canada, the United 
Kingdom, and other markets net. the company more than our sales 
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in the United States market, and here we are, as has been brought out— 
generally speaking, we have sold our metal in the United States at the 
prevailing price. 

Mr. SHeeHan, Maybe I can’t see it, Mr. Davis, but let’s get back to 
the facts as I know them. It was testified that you are selling this 
merchandise to foreign markets at 20.25 f. o. b. Canadian ports, in 
United States currency. Is that right? 

Mr. MacDowetu. That is correct. 

Mr. SHEEHAN. So, therefore, no other exchange now enters into it. 
We are talking about the United States dollars. You are now selling 
this merchandise at 2114 cents per pound to the American producers. 
Is that f. o. b. Canada or how ? 

Mr. Davis. No; that is delivered at the consumer’s plant. 

Mr. SHeeHaNn. Delivered at the consumer’s plant in the United 
States ? 

Mr. Davis. Here in the United States. 

Mr. SHeenan. Now, how much of that is freight? 

Mr. Davis. About 1 cent. 

Mr. Sueenan. Then Lagree with your conclusion. That is all. 

Mr. Davis. Thank you, sir. 

Mr. Yates. May I ask one more question. Do you do any fabri- 
cating ? 

Mr. Davis. We do not in this country. We fabricate in other parts 
of the world. We do some fabricating in England, that is our largest 
fabricating plant. We fabricate in Canada and several other coun- 
tries. 

Mr. Yates. Do you ship any fabricated products into this country. 

Mr. Davis. A very small amount. Occasionally there are a few 
shipments of specialized products, but as a general statement it is 
insignificant. 

Mr. Sreep. But going back to this price thing, to sum it up, I think 
what you said is that because of the tariff the American consumer 
pays more per pound for the metal but your company nets less for 
the same metal than it would in the United Kingdom. 

Mr. Davis. Our company nets less on our sales in this market than 
on our sales in both other markets, as a result of the tariff. The cus- 
tomer pays us exactly the same price he pays the American producers. 

Mr. Streep. But by and large the difference in the price to the con- 
ae between the 2 countries is represented by the tariff, 114 cents 
tariff. 

Mr. Davis. At the present time it is approximately that; it is a little 
less than that. 

Mr. Yates. Mr. Davis, I have been very impressed by your testi- 
mony. Do you mind if I ask you a very difficult question that you 
won't find in that book? 

Mr. Davis. I will try to answer it. 

Mr. Yates. In the United States the aluminum industry is one in 
which the primary producers are engaged also in fabricating alu- 
minum products. Small independent. fabricators with whom they 
are in competition are dependent. upon them for their supply of raw 
materials that they need for fabricating purposes. 

In your opinion is there any moral obligation to the primary pro- 
ducers to make available any certain amount of their production 
for the small fabricators ? 
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Mr. Davis. I wouldn’t like to say what I think the moral obligation 
is on the American producers. 

Mr. Yares. I would like your opinion. 

Mr. Davis. I think I am correct in saying—in fact, I know I am 
correct in saying—that in markets in which we fabricate ourselves, 
we try to allocate our ingot as fairly as we can between our own 
fabricating units and competitive fabricating units, as for example 
in England, where we are a fabricator and the other people are fabri- 
cators. 

If anything, I think an unbiased investigation would indicate that 
when there have been shortages our own fabricating plants have 
received less than our customers. 

Mr. Yares. Would you apply that same standard to American 
companies ? 

Mr. Davis. Well, their problem may be different from our own, Mr. 
Chairman. 

Mr. Yares. In what respect, sir, because they fabricate more? 

Mr. Davis. Well, because they are able to fabricate a great deal 
more than they produce if the demand is there. 

Mr. Yares. It is not a question that is limited only to the aluminum 
industry, because this fundamentally is the problem of the small- 
business man in so may vital industries in our country, the problem 
of attempting to stay in competition with the integrated producer, 
the persons who have the control over the supply of raw material. 
And I think it is a question that we in the Congress have been trying 
to find the solution to for many years, even before I was in Congress, 
which isn’t so long ago. 

But I do wonder whether there is not—I know there is no legal 
obligation other than perhaps through the violation of the antitrust 
laws in that connection, perhaps, for producers to make available 
more of a share of the raw materials than the producers themselves 
wish to make available. 

But I have been wondering, isn’t there something in the nature 
of a moral obligation to permit the smaller businesses to stay in 
business by allocating a portion to them, to permit them to ride out 
a period of shortage such as we have at the present time? 

Mr. Davis. There is no question but what the small fabricator who 
doesn’t have the credit standing is not in a position to enter into these 
long-term contracts. 

Mr. Yates. And therefore not in a position to make sure of his 
supply in the future? 

Mr. Davis. Not in a position to make sure of his supply. I have 
talked to some of our sales people and some of our smaller customers 
who have said, “We would like to make a long-term contract with 
you, but you‘understand as well as we do that we probably couldn’t 
go through with it if business turned bad.” 

They are very frank on both sides. For that reason we have 
attempted to hold out a certain supply of our metal for people who 
are unable because of credit standing or other reasons to contract ahead 
for metal. We wish we had more. Unfortunately, at the present 
time, we do not have more, sir. 

Mr. Yates. Well, the philosophy you stated as being applicable to 
your own company, I think, is a very creditable one, We are going 
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to hear from the primary producers in the course of these hearings, 
and I propose to ask them the same type of a question. 

Perhaps some way we can get an answer to this problem. This is 
a very difficult problem, as I am sure you can agree. 

Mr. Davis. Iam sure it is. 

Mr. Yates. Well, speaking on behalf of the committee, may I thank 
zee and Mr. MacDowell for coming here today and giving us the 

nefit of your story and testimony and advice, and I shall say your 
wisdom, because I was impressed with the testimony that you gave. 

Mr. Davis. I appreciate that, Mr. Chairman. 

Mr. Streep. Mr. Chairman, may I add, when Mr. Davis sat down 
I thought he was a little young, but after hearing his testimony 
I have changed my opinion. 

Mr. Yares. I thought he was Mr. MacDowell. 

The committee will adjourn to 10 o’clock Monday morning, execu- 
tive session. 

(Whereupon, at 5 p. m., the committee adjourned, to reconvene at 
10a.m., Monday, May 23, 1955.) 
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MONDAY, MAY 23, 1955 


House or REPRESENTATIVES, 
SuscomMMiItteE No. 3 oF THE SELECT COMMITTEE 
To Conpnuct A Stupy AND INVESTIGATION 
OF THE PropLeMs OF SMALL BusINESS, 
Washington, D. C. 

The subcommittee met, pursuant to recess and subsequent postpone- 
ment, at 2:10 p. m., in room 362, Old House Office Building, 
Washington, D. C., Hon. Sidney R. Yates (chairman of the subcom- 
mittee) presiding. 

Present: Representatives Yates, Steed, and Sheehan. 

Also present : George L. Arnold, Irving Maness, subcommittee coun- 
sel; Katherine C. Blackburn, Clarence D. Everett, staff members; 
and Victor P. Dalmas, assistant to minority members. 


Mr. Yares. This afternoon we have Mr. Walsh and Mr. Elliott 
from GSA. 


STATEMENTS OF MAXWELL H. ELLIOTT AND A. J. WALSH, GEN- 


ERAL SERVICES ADMINISTRATION, ACCOMPANIED BY BYRON 
HARDING 


Mr. Yares. We are pleased to have you gentlemen from GSA pres- 
ent to ee the committee the benefit of your advice as to what has 
taken place with reference to the purchase by the Government and the 
distribution by the Government of aluminum. 

Mr. Extaorr. I have with me Mr. Byron Houding: 

Mr. Yarrs. Do you propose to make a statement ? 

Mr. Ex.torr. We had no formal prepared statement or even an 
informal statement to make in advance, Mr. Chairman. We received 
your letter, and we know in general what you wish to inquire of us, 
and we are prepared to answer to the best of our ability. 

Mr. Yates. The contracts between the Government and Reynolds 
and Kaiser contain certain provisions, under the terms of which the 


production from the so-called expanded facilities—I think you know 
what I mean by that term 


Mr. Exxiorr. Yes, sir. 

Mr. Yares. Are to be made available on the basis of one-third to 
the primary producers and two-thirds to the Government, with that 
portion of the part allocated to the Government which isn’t used for 
the stockpile to go to independent fabricators. 

I think that is a correct statement of the provisions of the contract, 
is it not, Mr. Elliott? Or what is your interpretation ? 
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Mr. Extiorr. It is with these qualifications: First of all, as was 
brought out this morning, the Government in a separate paragraph 
has a call on the entire production, if it wishes to exercises it; and 
second, the provisions relating to distribution are subject to priorities 
in allocation, as was brought out in your examination of Dr. Windies. 
That comes off the top of the bottle first. 

Mr. Yates. Were you one of the participants on behalf of the Gov- 
ernment in the craft conference? 

Mr. Exuiorr. Yes; I was. The basic negotiations, I think, on a very 
high level was done by Mr. Symington, then Chairman of the National 
Resources Board; Secretary Chapman, of the Interior; and Jess 
Larsen, Administrator of General Services; and also Jim Boyd, who 
was then Director of Mines, After those preliminary conferences the 
negotiations were conducted by Irving Gumbel, who was then assistant 
to Mr. Larsen, and by Mr. Harding and myself. 

Mr. Yates. Do you have a copy of the contract with you ? 

Mr. Exxrorr. Yes, sir. 

Mr. Yares. I refer your attention to article 3, paragraph 1, entitled, 
“Government Requirements,” specifically subparagraph (a), which 
is entitled, “Call on Additional Aluminum Production,” which reads: 

The Government may require the contractor to sell to it at the price provided 
in paragraph 1 of article 11 all or any of the additional aluminum production for 
each consecutive 6-month period during the continuance of this agreement, the 
first such period commencing with the date of completion of. the additional 
facilities. 

Do you recall the purpose of that paragraph ? 

Mr. Exuiorr. Yes. There were a number of purposes. The first 
purpose was to assure to the Government a right by the contract to be 
able to obtain the entire production, either because the need might arise 
or when there was no period when allocations were in effect, or even 
if allocations were in effect, it might be another tool. It was contem- 
plated, I think, that it would primarily be used for defense purposes, 
but I must say in candor it was not necessarily so limited. Asa matter 
of law, there are no strings upon the right of the Government to call. 
Asa matter of what is right and proper, I think the Government would 
have to have a sound governmental reason, which might be a need for 
direct defense requirements or other reasons. 

Mr. Yates. When you say a sound, proper reason, you are not refer- 
ring to its legal-right to call on the entire amount in accordance with 
the provisions of that paragraph ? 

Mr. Extiorr. No, sir, I am just referring to the prudence in which 
an administrator exercises legal rights. The legal rights are un- 
questioned in my opinion. 

Mr. Arnotp. Was the Defense Production Act in effect at the time 
of these negotations? 

Mr. Exxiorr. Yes, sir. These contracts were negotiated pursuant 
to the Defense Production Act. 

Mr. Arnon. The Defense Production Act gives the Government 
the right to purchase or call on all facilities for military defense 
purposes, doesn’t it ? 

Mr. Exniorr. It gives them the right—the Defense Production Act 
gives the Government the right to impose controls and allocations, 
which in turn would give it the right to get production for defense 
purposes. As I say, we put this in the contract to give the Govern- 
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ment another tool to do that, and also beeause conceivably some 
Government purposes might arise in which the Government wished 
to call but which were not within the confines of the Defense Produc- 
tion Act purpose for allocation. 

Mr. Yares. It is the See that has been given to us, too, 
that one of the purposes, and possibly part of the intent, which lay 
behind the drafting of that paragraph was the need for the Govern- 
ment to protect itself and the nonintegrated users from exorbitant 
prices, and a price squeeze, giving the Government the power to pur- 
chase all of the siesibachion and to sell it on the open market would 
pounstt it to break a high price. Do you recall any discussions on 
that ¢ 

Mr. Ex.sorr. Yes, sir, I remember specifically those discussions. 
They arose after we had negotiated preliminary letters of intent, al- 
though we had not executed them, with the producers, and in accord- 
ance with the then administration requirements, consulted with the 
Department of Justice and the Antitrust Division to get their reaction. 

At that time the first-round program envisaged, in addition to the 
three major producers, Alcoa, Kaiser, and Reynolds, also the introduc- 
tion of Harvey, and Independent, and Apex, which is also an inde- 
pendent, although it is in the secondary-smelting business. And 
negotiations with those firms were underway as well. 

The Antitrust Division raised a question of what might happen 
to those two independents in case of a price squeeze under circum- 
stances that would not be a violation of. antitrust law. And we in 
writing advised them of this paragraph and advised them that in 
such a circumstance we could exercise our right by calling and resell- 
ing to break any price squeeze. 

Mr. Yares. And we there any discussion at the time of the pos- 
sibility of using that paragraph, too, to protect the nonintegrated users 
in periods of Kent supply, as exists at the present time? 

Mr. Exuiorr. Very frankly, Mr. Chairman, I have no recollection 
of either any discussion on that point or any thinking on it, one 
way or the other; I mean, it was just silent, we didn’t think about 
that point. 

Mr. Yares. Is there any reason that you can think of, in view of the 
fact that discussion was had of the possibility of using it to protect 
against exorbitant pricing, why it shouldnt be used as well to prevent 
a monopolization of the supply during the period of shortage? 

Mr. Exsiorr. Well, to answer your question as a lawyer, I would 
have to say I can see no reason. ‘To answer your question as a matter 
of policy, then I think you are in the situation which you were dis- 
cussing this morning, relative to that being the—I am now quoting 
Dr. Flemming—that. being indirectly a form of control which, if 
he were elected to take steps, he would want to take all the way and 
not piecemeal. But that is a question, frankly, that GSA can’t 
answer. That is a policy question which Dr. Flemming would have 
to answer as to whether it would be exercised. 


Mr. Yates. While we are on policy and lack of policy, the impres- 
sion I got from Dr. Flemming this morning was that while there is 
sup to be some integration in Government agencies, there seems, 
shall we say, a low fence, if not a complete barrier, to the operation 
of this policy. Dr. Flemming stated that supervision of this program 
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really is under GSA. Would you agree with Dr. Flemming in that 
respect ? 

Mr. Exuiorr. No, sir. I would agree—although frankly, I didn’t 
recall him to say that, I thought he said that supervision of the ad- 
ministration of the contract was under GSA, and that statement is 
correct. But insofar as calls are concerned, we get our directives 
from ODM. They direct us as to the amount of the calls in every 
case. 

Mr. Yares. In other words, Dr. Flemming’s agency, ODM, tells 
you to go out and buy so many tons of aluminum for the stockpile? 

Mr. Ex.iorr. That is right, sir, or for any purpose. I would not 
concede that under the hierarchy under which we live that GSA 
of its volition would have authority to-issue call for any purpose all 
by itself without first. a direction from OD. 

Mr. Yates. Is ODM responsible for the administration of the stock- 
pile other than the calls? 

Mr. Extiorr. ODM is responsible for determining what materials 
shall be stockpiled, the quality, quantity, and at what rate. And 
then we carry out the administerial function. And they are also 
responsible for designating the storage areas. 

Mr. Yates. Does anybody supervise you in the administration of 
that program? Does ODM ever check up on you? 

Mr. Ex.zizorr. Mr. Walsh, would you like to answer that in detail? 

Mr. Wausu. Yes, sir, they do check up on us constantly. We are 
required to report to them monthly as to performance. 

Mr. Yares. What is the nature of the report you are required to 
make to ODM? 

Mr. Watsu. It is a report showing progress made against their 
directives, both dollarwise and quantitywise. And semiannually a 
report is made to them showing the open contracts and the undelivered 
materials against those open contracts. 

Mr. Yares. It was indicated this morning that once such a metal as 
aluminum enters the stockpile there is no resale of it. Dr. Flem- 
ming, by an order earlier this year, suggested that 75,000 tons be di- 
verted, that apparently you had placed for the stockpile. Did you 
carry out Dr. Flemming’s order? 

Mr. Watsn. Yes, sir. 

Mr. Yates. What happened to the 75,000 tons which was diverted 
from the stockpile ? 

Mr. Watsu. As yet some of it is not produced. 

Mr. Yates. That was 75,000 tons which was to be delivered in the 
first and second quarters? 

Mr. Watsu. Yes. 

Mr. Yares. How much of it has been produced, and by whom? 

Mr. Watsn. I really don’t know what amount has been produced. 
That would include production up to the end of June. And how far 
that production has gone I really don’t know. 

Mr. Yarrs. Dr. Flemming also stated that 25,000 tons were to be 
diverted during the first quarter. 

Mr. Watsu. Yes, sir. 

Mr. Yares. And did you execute that request of Dr. Flemming? 

Mr. Watsu. That was included in the 75. 

Mr. Yares. That is correct. But I assume that 25,000 was diverted, 
that was also produced, was it not ? 
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Mr. Watsu. Not necessarily. We did not issue this directive to 
divert until the 7th of April. 

Mr. Yates. Well, there will be 75,000 tons diverted from the first 
quarter’s production, will there not? 

Mr. Watsu. First and second quarters’ production. 

Mr. Yates. How is that to be allocated ¢ 

Mr. Watsu. You answer that. 

Mr. Exxiorr. On April 7 we wrote to all the producers—I say “we”— 
Mr. Walsh wrote them—Mr. Walsh wrote to all three producers pro- 
posing to cut back the amount that we had previously called for stock- 
pile purposes by the amount for each producer on condition that each 
producer would make that amount. available to the nonintegrated pro- 
ducers, in addition to the amounts that they had delievered and com- 
mitted to delivery to the nonintegrated prior to April 7. 

Mr. Yates. Do you have copies of that letter, Mr. Elliott ? 

Mr. Euxiorr. Yes. 

Mr. Yates. May we have one for the record? 

Mr. Exxiorr. Quite frankly, there was a request that goes beyond 
the obligation of the companies under the expansion contract. 

(The documents referred to are as follows :) 


ALUMINUM COMPANY OF AMERICA, 
Washington 6, D. C., April 13, 1955. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. C. 

Dear Mr. WALSH: In accordance with the instructions contained in the last 
paragraph of your letter of April 7, we are returning herewith the original and 
one copy of the letter which has, been executed by Robert B. McKee, vice presi- 
dent, on April 11. 

In accordance with instructions received verbally from the Purchase Divi- 
sion of EPS, we are also returning without signature indicating our accept- 
ance all copies of your letter of March 11 covering the purchase of 54,860,000 
pounds of pig aluminum under contracts Nos. GS-OOP-(D)-12007 and 12096. 

Yours very truly, 
ALUMINUM COMPANY OF AMERICA, 
By H.C. McCorp, 
Assistant District Sales Manager. 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C., April 7, 1955. 
ALUMINUM CoMPANY OF AMERICA, 
Washington 6, D.C. 


GENTLEMEN : It is proposed that our purchase order of December 13, 1954, 
as amended, be further amended as follows: 

1. Delete the first paragraph and substitute in lieu thereof the following: 

“General Services Administration hereby orders from Aluminum Company of 
America 91,490,000 pounds of primary aluminum pig under the following con- 
tracts between the Government and contractor, from production during the first 
and second calendar quarters of 1955, and distributed among said contracts as 
indicated: Contract No. GS-OOP-(D)-12007, as amended, 53,000,000 pounds; 
contract No. GS-OOP-—(D)-12096, as amended, 38,490,000 pounds.” 

2. Delete from the third paragraph the date “May 31, 1955” and substitute in 
lieu thereof the following: “August 31, 1955.” Add at the end of said paragraph 
the following: “You agree to furnish by May 15, 1955, a proposed schedule of de- 
livery for any undelivered quantity of this order.” 

3. Delete the first sentence of the last paragraph of page 1 and substitute in 
lieu thereof the following : 
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“The maximum obligation of the Government hereunder shall not exceed 
$11,700,000 for contract GS-—OOP-(D)-12007 and $8,500,000 for contract 
GS-OOP-(D)-12096.” 

It is agreed that you will make available to nonintegrated users as defined in 
article III-2 (a) of the above contracts and under the same terms and conditions 
as are contained in article XI—1 of said contracts, a quantity of 55,180,000 pounds 
of primary aluminum pig or ingot over and above the total amount of such pig 
or ingot which you have delivered or have agreed to deliver to nonintegrated users 
during the first and second quarters of 1955. The delivery of said quantity of 
55,180,000 pounds to said nonintegrated users shall be made during the same 
period as required by purchase order of December 13, 1954, as amended, for de- 
liveries thereunder. You also agree to furnish the Government, on or before 
May 15, 1955, a report showing the extent of compliance with the terms of this 
paragraph to that date. 

Kindly indicate your acceptance by signing and returning to the undersigned 
the original and one copy executed by a duly authorized official of your company. 

Very truly yours, 
A. J. WALSH, Commissioner. 

Accepted : 

ALUMINUM COMPANY OF AMERIGA, 
Rozert 8. MoKesg, 


Vice President. 
Aprit 11, 1955. 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C., April 7, 1955. 
REYNOLDS METALS Co. 


World Center Building, 918 16th Street NW., 
Washington 6, D. C. 


JENTLEMEN : It is proposed that our purchase order of March 11, 1955, cover- 
ing the purchase of 29,710,000 pounds of primary aluminum pig from production 
during the second calendar quarter, 1955, be canceled without cost to either party. 
In lieu thereof our purchase order of December 13, 1954, as amended, is further 
amended as follows: 

1, Delete the first paragraph and substitute in lieu thereof the following: 

“General Services Administration hereby orders from Reynolds Metals Co. 
48,560,000 pounds of primary aluminum pig under the following contracts he- 
tween the Government and contractor, from production during the first and 
second calendar quarters of 1955, and distributed among said contracts as in- 
dicated. 

“Contract No. GS-OOP-—(D)-12008, as amended, 30,360,000 pounds; 
“Contract No. GS-OOP-(D)-12214, as amended, 18,200,000 pounds.” 

2. Delete from the third paragraph the date “May 31, 1955” and substitute in 
lieu thereof the following: “August 31, 1955.” Add at the end of said paragraph 
the following: “You agree to furnish by May 15, 1955, a proposed schedule of 
delivery for any undelivered quantity of this order.” 

3. Delete the first sentence of the last paragraph of page 1 and substitute in 
lieu thereof the following : 

“The maximum obligation of the Government hereunder shall not exceed 
$6,560,000.00 for Contract GS-OOP-(D)-12008 and $4,035,000.00 for Contract 
GS-—OOP-(D)-12214.” 

Th te serene Hat sot will tke meatitble te nentntegpated teers as defined im 
Aedele HE 4 Hof the the ve eenteects and under the same terms and esxditiens 
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Kindly indicate your acceptance by signing and returning to the undersigned 
the original and one copy executed by a duly authorized official of your company. 
Very truly yours, 
A. J. Was, Commissioner. 
Accepted: 
Reynoutps Merats Co., 
M. M. Casxie, Jr., 


Assistant Vice President. 
Apri 13, 1955. 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington, D. C., April 7, 1955. 
KAISER ALUMINUM & CHEMICAL CorP., 
1625 I Street NW., Washington 6, D. C. 


GENTLEMEN : It is proposed that our purchase order of March 11, 1955, covering 
the purchase of 52,830,000 pounds of primary aluminum pig from production dur- 
ing the second calendar quarter, 1955, be canceled without cost to either party. 
In lieu thereof our purchase order of December 3, 1954, as amended, is further 
amended as follows: 

1. Delete the first paragraph and substitute in lieu thereof the following: 

“General Services Administration hereby orders from Kaiser Aluminum & 
Chemical Corp. 89,250,000 pounds of primary aluminum pig under the following 
contracts between the Government and contractor, from production during the 
first and second calendar quarters of 1955, and distributed among said contracts 
as indicated. 

“Contract No. GS-OOP—(D)-—12006, as amended, 35,700,000 pounds; 
“Contract No. GS-OOP-—(D)-121438, as amended, 35,700,000 pounds ; 
“Contract No. GS—-OOP-—(D)-—12192, as amended, 13,400,000 peunds ; 
“Contract No. GS-OOP-—(D)-12213, as amended, 4,450,000 pounds.” 

2. Delete from the third paragraph the date “May 31, 1955” and substitute in 
lieu thereof the following: “August 31, 1955.” Add at the end of said paragraph 
the following: “You agree’ to furnish by May 15, 1955, a proposed schedule of de- 
livery for any undelivered quantity of this order.” 

8. Delete the first sentence of the last paragraph of page 1 and substitute in 
lieu thereof the following: 

“The maximum obligation of the Government hereunder shall not exceed 
$8,032,500 for Contract GS-OOP—(D)-—12006, $8,032,500 for Contract GS—OOP- 
(D)-121438, $3,015,000 for Contract GS—-OOP-—(D)-12192 and $1,001,250 for Con- 
tract GS—-OOP-(D)-12213.” 

It is agreed that you will make available to nonintegrated users as defined in 
article III (b) (1) of the above contracts and under the same terms and condi- 
tions as are contained in article IV (a) of contracts GS—-OOP-(D)-12192 and 
12213 and in article XI (a) of contracts GS—-OOP-(D)-—12006 and 12143, a quantity 
of 53,700,000 pounds of primary aluminum pig or ingot over and above the total 
amount of such pig or ingot which you have delivered or have agreed to deliver 
to nonintegrated users during the first and second quarters of 1955. The delivery 
of said quantity of 53,700,000 pounds to said nonintegrated users shall be made 
during the same period as required by purchase order of December 3, 1954, as 
amended, for deliveries thereunder. You also agree to furnish the Government, 
on or before May 15, 1955, a report showing the extent of compliance with the 
terms of this paragraph to that date. 

Kindly indicate your acceptance by signing and returning to the undersigned the 
original and one copy executed by a duly authorized official of your company. 

Very truly yours, 
A. J. Watsn, Commissioner. 

Accepted : 

KaIserR ALUMINUM & CHEMICAL CorP. 
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GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C., May 18, 1955. 
Re Contracts Nos. GS-OOP-(D)-12008 and GS—OOP-(D)-—12214. 
REYNOLDS METALS Co., 
World Center Building, 
Washington 6, D. C. 


GENTLEMEN: Our letter of April 7, 1955, proposed that the Government’s 
“call” purchases of aluminum pig under the subject contracts for the first 
and second calendar quarters of 1955 be reduced to a total of 48,560,000 pounds 
on condition that 41,120,000 pounds be made available by you to nonintegrated 
users over and above the total amount which you had previously delivered or 
agreed to deliver to such users during the first and second quarters of 1955. 

Your letter of April 13, 1955, advised that you were unable to accept the above 
condition and proposed that said condition be deleted. Subsequently you pro- 
posed a substitute provision. 

The Government cannot accept the proposal made in your above letter or 
the substitute provision proposed by you. We therefore request that you re- 
consider your above position and advise us the result thereof as soon as possible. 

Very truly yours, 
A. J. Watsa, Commissioner. 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C., May 13, 19598. 
Re Contracts Nos. GS—-OOP-—(D)-12006; GS—OOP-(D)-12143; GS-OOP-(D)- 
12192 ; GS—OOP-—(D)-12213. 
KAISER ALUMINUM & CHEMICAL CorP., 
Washington 6, D. C. 


GENTLEMEN : Our letter of April 7, 1955, proposed that the Government’s “call” 
purchases of aluminum pig under the subject contracts for the first and second 
calendar quarters of 1955 be reduced to a total of 89,250,000 pounds on condition 
that 53,700,000 pounds be made available by you to nonintegrated users over 
and above the total amount which you had previously delivered or agreed to 
deliver to such users during the first and second quarters of 1955. 

Your letter of April 15, 1955, returned our proposed amendment unsigned, ad- 
vised that you were unable to accept the above condition, and proposed a sub- 
stitute provision. 

The Government cannot accept the substitute provision proposed by you. We 
therefore request that you reconsider your above position and advise us the 
result thereof as soon as possible. 

Very truly yours, 


A. J. WALSH, Commissioner, 


REYNOLDS METALS Co., 
Richmond, Va., April 13, 1955. 
Re first half 1955 stockpile “calls,” contract GS-OOP-(D)-12008 and 12214. 
Mr. A. J. WALSH, 
Commissioner, Emergency. Procurement Service, 
General Services Administration, 
Washington 25, D.C. 

Dear Mr. WALSH: Your letter of April 7, 1955, proposes: (a) to cancel your 
letter order of March 11, 1955, (6) to amend your letter order of December 13, 
1954, and (c) to provide for the sale to nonintegrated users of 41,120,000 pounds 
more aluminum than we had planned to sell them as of April 7, 1955. 

As you know, article III (b) of these basic contracts requires us to sell to non- 
integrated users the amount by which the Government’s “call” plus certain mili- 
tary requirements fails to equal two-thirds of the amount produced at the contract 
facilities. The remaining one-third may be disposed of as Reynolds sees fit. 
For over a year now, the stockpile “calls” have been so heavy that had we adhered 
strictly to the terms of the contracts and shipped nonintegrated users only the 
amounts provided in the contracts, our sales to them would have been so negligible 
as to be almost zero. Reynolds policy, however, has been to sell to nonintegrated 
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users aluminum far in excess of quantities required by the contracts, and limited 
only by our commitments of metal in pig form to the stockpile and in the form of 
mill products to our other customers. We have made quarterly reports to your 
agency ever since the end of the controlled materials plan regarding such sales, 
and the information showing sales greatly in excess of required quantities over a 
fairly long period is in your agency’s files. 

For your current information, we are enclosing a tabulation showing actual 
figures for January, February, and March of 1955 and estimates for the next 
succeeding 5 months of 1955 of production from Reynolds’ contract facilities, ship- 
ments to the stockpile, shipments to nonintegrated users, the total of such ship- 
ments to stockpile and nonintegrated users, and the percentage that such com- 
bined shipments to stockpile and nonintegrated users is of total production from 
the contract facilities. The total of planned sales to nonintegrated users during 
this period is 104,460,513 pounds or approximately 54,022,980 pounds more than 
the contracts require us to sell them, even without taking into account certain 
current military requirements, which would tend to increase this excess. During 
this same S8-month period in 1954 we were able to persuade nonintegrated users to 
buy from us only 76.6 million pounds, so that this year sales are more than one- 
third greater than last year. 

These planned shipments to nonintegrated users, April through August, have 
been substantially increased as a result of Dr. Fleming’s action in cutting the 
stockpile “take” for the first 2 quarters of this year, and our plans in this respect 
were made within a day or two of Dr. Fleming’s action, and prior to receipt of 
your letter. They were not, however, increased by 41,120,000 pounds because we 
have commitments to other customers besides the nonintegrated users whom we 
must treat as fairly in connection with additional quantities of metal available 
to uS as we treated the nonintegrated users during the periods when stockpile 
“calls” were much higher than they are at present. I think you will agree that 
it would not be appropriate for us to add to our sales to nonintegrated users 
the amount you suggest in your letter, and I sincerely doubt that you would have 
made the suggestion to us had you been fully aware of the facts as hereinabove 
outlined. What might be quite appropriate for another company, we feel if 
applied to Reynolds Metals Co's. situation, would work a great hardship on our 
mill product customers and, therefore, we must decline to accept the first para- 
graph on page 2 of your yetter of April 7, 1955. Accordingly, I am executing this 
letter on behalf of Reynolds Metals Co. with the above-mentioned paragraph 
stricken. 

With high regard and best wishes, I am, 

Yours very truly, 
MAXWELL CASKIE, 
Assistant Vice President. 


Expansion production, shipments, summary 


























Shipments | Percent of 
Expansion | Shipments | to primary Total | oo 
production ! | to stockpile | pig and ingot| shipments related to 
customers ? Senactios 
| production 
i 
J OMEN Y - ~.- 5-24-95 oh | 28, 570,243 | 20, 666, 709 13, 883, 919 34, 550, 628 120. 93 
Potruaty 4 3.061193 2335. 295 | 24, 385, 384 | 9, 627, 806 13, 635, 039 23, 262, 845 95. 40 
CIO ih itn - pla cauy-wiacecas .| 28,570,785 | 13,874,401 13, 516, 555 27, 390,956 | 95. 87 
A ain outta Aen o | 27,824, 000 | 8, 600, 000 13, 525, 000 22, 125, 000 79. 52 
Maen ot eer t a i eneeisils 28, 972, 000 | 8, 775, 000 | 12, 900, 000 21, 675, 000 74.81 
June. ii. 21s BREA TRI 28, 224,000 | 12,710,000 | 13,000,000 | 25,710,000 | 91. 09 
REY prs rt oe mdns btu Si aks cock tee | 80,020, 000 14, 000, 000 12, 000, 000 26, 000, 000 | 86. 61 
asi ais in 36-0 betel 30, 020, 000 ; 3 14, 000, 000 12, 000, 000 26, 000, 000 86. 61 
| 





1 Net but including hardeners, all 3 contracts. 
? Against allocation, exclude toll and exchange shipments. 
’ 4 million pounds to be shipped against 3d quarter ‘‘call.”” 


KAISER ALUMINUM & CHEMICAL CoRP., 


Washington, D. C., April 15, 1955. 
Mr. A. J. WALSH, 


Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. C. 


Deak Mr. WatsH: We are returning herewith your letter of April 7, 1955, 
in which you propose that your purchase order of March 11, 1955, be canceled and 
that in lieu thereof your purchase order of December 3, 1954, be amended. 





182 ALUMINUM INDUSTRY 


This letter is being returned without acceptance by our company because we 
are unable to agree to the conditions outlined in the first paragraph on page 2 
of the letter. 

The paragraph to which we refer would require that a quantity of 53,700,000 
pounds of primary aluminum pig or ingot be made available to nonintegrated 
users from the date of the letter through the delivery term covered by the above- 
mentioned purchase orders. We believe that the diversion of this metal from 
the stockpile to nonintegrated users should take place during the entire period 
covered by the above-mentioned purchase orders. We therefore propose that the 
first paragraph of page 2 of your letter of April 7 be stricken and the following 
paragraph be substituted in its place: 

“It is understood that in accordance with the provisions of the expansion con- 
tracts, the 53,700,000 pounds of primary aluminum pig, which has been reduced 
from the Government’s calls of December 3, 1954, and March 11, 1955, will be 
delivered to nonintegrated users during the same production period as is covered 
by this purchase order. You also agree to furnish the Government, on or before 
May 15, 1955, a report showing the extent of compliance with the terms of this 
paragraph to that date.” 

All other matters covered by your letter of April 7, 1955, except the first para- 
graph of page 2, are acceptable to us. We will be pleased to execute acceptance 
of the new letter as outlined above. 

Very truly yours, 
KAISER ALUMINUM & CHEMICAL CorpP., 
By Warp C. HUMPHREYS, 
Manager, Washington Office. 


Katser ALUMINUM & CHEMICAL CorpP., 
Washington, D. C., May 18, 1955. 
Mr. A. J. WaLsH, 
Commissioner, Emergency Procurement Service, General Services Admin- 
istration, Washington 25, D. C. 

Dear Mr. WatsH: In reply to your letter of May 13, 1955, we wish to advise 
you that we have sold and are selling to nonintegrated users during the first 
2 quarters of 1955 the 53,700,000 pounds of primary aluminum (the amount of 
reduction in proposed stockpile calls) over the amount that we would otherwise 
have been obligated under our Government supply contracts to deliver had the 
stockpile reduction not been made, and we are willing to agree to do so, but your 
letter agreement of April 7 would obligate use to sell to nonintegrated users 
53,700,000 pounds of metal over and above the amount we were already com- 
mitted to deliver as of April 7. 

As early as February consideration was given to the reduction in both the 
first and second stockpile calls and we were advised on March 1 that the second 
quarter call would be 17,920,000 pounds less than originally proposed. This 
reduction was officially confirmed on March 11, but the amount of the reduction 
is included in the amount of reduction specified in your letter of April 7. On 
March 25 we were advised of the further reduction of 35,789,000 pounds in stock- 
pile calls specified in your April 7 letter. 

In order to meet the pressing demands of nonintegrated producers, this com- 
pany early in 1955 anticipated the stockpile reductions specified in your letter of 
April 7 and, as a result, by April 7 had already committed the delivery to non- 
integrated users of the greater part of the 53,700,000 pounds made available by 
the reduction. 

Since by April 7 we had already committed the delivery of this metal to non- 
integrated users, your letter agreement would require us to sell the amount of 
metal made available by the stockpile reduction twice. 

We believe the matter can be easily rectified, however, by a correction to the 
next to the last paragraph of your letter of April 7 and with this correction we 
are willing to sign the letter. This correction would be as follows: 

“It is agreed that you will make available to nonintegrated users as defined 
in article III-(b) (1) of the above contracts and under the same terms and 
conditions as are contained in article XI (a) of contracts GS-OOP-—(D)-12192 
and 12213 and in article XI (a) of contracts GS-OOP-(D)-12006 and 121438, a 
quantity of 53,700,000 pounds of primary aluminum pig or ingot over and above 
the total amount of such pig or ingot which you would be obligated under said 
contracts to deliver to nonintegrated users during the first and second quarters 
of 1955 had said reduction not been made. The delivery of said quantity of 
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58,700,000 pounds to said nonintegrated users shall be made during the same 
period as required by purchase order of December 3, 1954, as amended, for de- 
liveries thereunder. You also agree to furnish the Government, on or before 
May 15, 1955. a report showing the extent of compliance with the terms of this 
paragraph to that date.” 

A press release announcing the reduction in stockpile calls was issued by 
the Government on March 24, 1955. To date, however, we have no official agree- 
ment reducing our stockpile calls and accordingly, between the stockpile calls and 
our commitments to nonintegrated users, we are overcommitted by 53,700,000 
pounds. We cannot continue to remain in this overcommitted position and unless 
some action is immediately taken to officially adjust the stockpile call we will be 
forced to advise our pig, ingot, and billet customers that the stockpile reduction 
has not been made and that we will have to reduce our deliveries to these cus- 
tomers by the amount mentioned. 


Very truly yours, 


KAISER ALUMINUM & CHEMICAL CoORP., 
By Wakgp C. HUMPHREYS, 
Manager, Washington Office. 


REYNOLDS METALS Co., 


Richmond, Va., May 18, 1955. 
Mr. A. J. WALSH, 


Commissioner, Emergency Procurement Service, 
General Services Administration, 
Washington 25, D. C. 


Dear Mr. WALSH: During the conference in your office this afternoon between 
you and Messrs. Elliott, Harding, and Holland representing General Services 
Administration and Emergency Procurement Service, Messrs. Humphreys and 
Cutler representing Kaiser, and Mr. Houghton and me representing Reynolds, 
the representatives of Kaiser presented to you a letter dated May 18, 1955, sug- 
gesting on page 2 thereof language which could be used in substitution for the 
next to the last paragraph of your letter of April 7, 1955, to them. We conclude 
that this language as so set forth would be satisfactory to us with, of course, 
appropriate changes in contract descriptions, change of poundage from 53,700,000 
to 41,120,000 in two instances and the date of purchase order from December 3, 
1954, to December 138, 1954. 

Ever since the end of CMP in making a quarterly report to your office of our 
sales of pig and ingot to nonintegrated users, we have consistently pro- 
rated the military setaside applicable to us between our precontract productive 
capacity and the productive capacity covered by the expansion contracts, but as 
far as I know this proration has not affected the amounts of pig and ingot that 
we have sold to nonintegrated users since in every quarter we have far exceeded 
the requirements of the contract. 

With best wishes, I am 

Yours very truly, 


MAXWELL CASKIE, 
Assistant Vice President. 


KAISER ALUMINUM & CHEMICAL CorpP., 


Washington 6, D. C., May 19, 1955. 
Mr. A. J. WALSH, 


Commissioner, Emergency Procurement Service, 
General Services Administration, 
Washington 25, D. C. 


Dear Mr. WaAtsH: Please refer to our letter dated May 18, 1955, and the con- 
ference held in your office on that date concerning the proposed terms and con- 
ditions for a reduction of the Government’s stockpile call under our various 
supply contracts for the first two calendar quarters of 1955. 

We advised you what our obligation to nonintegrated users would have been 
under the Government’s original stockpile calls, before the reductions already 
made and now proposed, and what our obligation to nonintegrated users would 
be on the basis of the proposed reduction in the stockpile call. These figures 
were based on two-thirds of our entire production at the additional facilities, 
without any reduction for military setasides. You asked us to submit an alterna- 
tive calculation making an appropriate reduction for military setasides, pro- 
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portionate to the production of our additional facilities, as compared to our total 
production. The figures on both bases are shown on the attached sheet. These 
figures may be summarized as follows: 


(a) Without reduction for setasides: Pounds 
Obligation to nonintegrated users under original stockpile 
CI ic Sis winston rte raresoe ideas tte epi ttepedtn odin eal tae taai 16, 550, 000 
Obligation to nonintegrated users after proposed reduction 
ST SSC ae ea ai 70, 250, 000 
(bo) With reduction for military setasides: 
Obligation to nonintegrated users under original stockpile 


CB ie ekocnene nanan aurea eminent 8, 725, 727 
Obligation to nonintegrated users after proposed reduction 
RAG GOIN UN aceasta where aeentint tee cet ion 57, 425, T27 


In fact, we will deliver more than 104 million pounds to nonintegrated users 
during the first 6 months of 1955. This is more than 34 million pounds in excess 
of our contract obligation, withqut reduction of our obligation for military set- 
asides, even after full effect is given to the 53,700,000-pound reduction in our 
stockpile call. 

We would also like to confirm, as agreed at our meeting, that the intent of 
the proposal set forth in our letter of May 18, 1955, is that we will obligate 
ourselves to make available to nonintegrated users 53,700,000 pounds of primary 
aluminmu, pig, ingot, or billet, over and above the total amount of such pig or 
ingot or billet which we would have been obligated under said contracts to de- 
liver to nonintegrated users during the first and second quarters of 1955 if the 
original stockpile call for the first two quarters had been 53,700,000 pounds higher 
than the reduced call now proposed for the first two quarters. 

Very truly yours, 
Warp C. HuMPHREYsS, 
Manager, Washington Office. 
Attachment. 


KAISER ALUMINUM & CHEMICAL CORP. 


Calculation of obligation to nonintegrated users under supply contracts 


Production of new facilities 
Jan. 1-June 50, 1955 
| 


| Without deduc-| With deduction 
tion for military} for military 








set-asides set-asides 

EGF, CII a ninco sin = theses atalino mien a edna cidiateeidtethialee ne allie 239, 300, 000 239, 300, 000 
Deduct new facility share of military set-aside, 57 percent of 33,813,000...) reorarth or aypise armani 19, 283, 410 

ach aaah atid sighs scleiimontdie areal eel i oe pugae Leena 220, 016, 590 
I re eS ee eo ae ae | 159, 500, 000 146, 675, 727 
Original Government cal]_.....................---- Saale kta 142, 950, 000 142, 950, 000 
Remainder for nonintegrated users_-...............---..--.-.---------.- | 16, 550, 000 3, 725, 727 
Remus Cwatt CONN sin an inn nies nc acicdiandnetned st shnaea ues | 89, 250, 000 89, 250, 000 
Remainder for nonintegrated users... .........------ sical cee dee ace 70, 250, 000 57, 425, 727 


Mr. Yates. Will you repeat that statement ? 

Mr. Exutorr. I say, that is a request that went beyond the obliga- 
tion under the expansion contract. 

Mr. Yares. You mean your right is only to tell them that you don’t 
want a particular shipment, and it is up to them then how to decide 
how they will distribute it themselves; is that what you mean? 

Mr. Exxiorr. No; I didn’t mean to say that. What I mean is that 
we were then asking them to make available as a result of that more— 
at least in legal theory—more than they would have been obligated on 
an initial call applying the two-thirds rule. 

Mr. Yates. How do you arrive at that conclusion, Mr. Elliott? 

Mr. Ex.iorr. We arrive at it in this way, sir. We take the amount 
of production—and I believe all companies compute it this way— 
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they take off the top the pro rata share the military set-aside for the 
new production. Then we take the amount of the Government call. 

Mr. Yares. By “Government call” you mean the stockpile call ? 

Mr. Etasorr. Yes, sir. 

Mr. Yates. Does the military set-aside include the atomic energy 
set-aside ¢ 

Mr. Watsu. Yes, sir. 

Mr. Exxiorr. Mr. Walsh says they do, yes. And we deduct that 
from two-thirds and arrive at the balance that would be obligated to 
go under the contract to the nonintegrated users. 

Mr. Yares. Now, you have stated that 75,000 tons was more 
than 

Mr. Exxiorr. In legal theory it could be, because it was based on a 
different standard, and it would depend on the extent to which they 
had already, prior to April 7, er commitments to nonintegrated 
users or made deliveries of which we had no knowledge. 

Mr. Arnon. These would be commitments and deliveries only from 
the facilities constructed pursuant to the contracts, it would not be 
deliveries from plants that were in existence at the time of the con- 
tracts; is that correct? 

Mr. Exuiorr. That is true, sir. I have no knowledge, however, as 
to whether or not the countries, when they make sales, specify the 
source of their production. 

Mr. Arnon. The contract provides that the metal must come from 
these additional facilities built under the contract, and the two-thirds 
rule applies, of course, only to the production under these new facil- 
ities, so if you didn’t have segregation, how would you know the con- 
tract is being lived up to? 

Mr. Exssorr. Except that the contract doesn’t permit—and I am 
looking for the article—the contract doesn’t permit the producers to 
fill—article 6. 

Mr. Yates. What page are you referring to? 

Mr. Exsiorr. The one that I happen to have here is an Alcoa con- 
tract. 

Mr. Yates. Article 6, Relationship of Additional to Existing 
Facilities ? 

Mr. Ex.iorr. Yes. 

Mr. Yates. What point do you make in connection with that? 

Mr. Exxiorr. It is in this language: 

It is understood that except as to orders from the Government expressly placed 
pursuant to this contract for aluminum to be produced from the additional 
facilities, the contractor may first dispose of the production from such other 
facilities, or utilize for its own purposes the production from such other facili- 
ties before disposing of or utilizing aluminum from the additional facilities. 

Mr. Yates. How does that your interpretation would negate the 
earlier paragraph, would it not 

Mr. Exxiorr. No; I don’t think so, sir. 

Mr. Yates. How do you—— 

Mr. Extiorr. Because they would still have an obligation to deliver 
X amount for the nonintegrated producers. 

Mr. Yates. Your point is that they have an obligation to deliver X 
amount rather than x amount from the additional facilities ? 

Mr. Extiorr. No, I think they have an obligation to deliver X 
amount from the additional facilities, but—— 
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Mr. Yates. May use the production of earlier facilities for the 
purpose. But they may use the production of earlier facilities for 
that purpose, for the purpose of filling orders ¢ 

Mr. SHeenAn. Mr. Elliott, just so I get the picture straight, when 
the Office of Defense Mobilization contacted your outfit, General 
Services Administration, with the order not to buy 150 million pounds 
in 6 months, did they give you any directives as to what you should 
do about that allocation ? 

Mr. Exasorr. They did not, sir. 

Mr. SHEEHAN. Then you were released of the obligation of buying 
the 150 million pounds. It seems to me that someplace along the line 
we were told here both by industry spokesmen and by Mr. Flemming 
that there was an “if” clause put in this that the material was to be 
given to the nonintegrated producers. 

Now, any place along the line, hadn’t you fellows been informed 
of that ? 

Mr. Yares. What was the order that you got from Flemming, just 
to divert a shipment ? 

Mr. SuepHan. That is what I am trying to find out, Mr. Chairman. 

Mr. Exxiorr. Yes; that was the order. 

Mr. Yares. Was it in writing? 

Mr. Extiorr. Yes, sir. . 

Mr. Surenan. To divert a shipment or not to buy, really ? 

Mr. Ex.iorr. To curtail our purchases. 

Mr. SueeHan. With no instruction as to what else to do? 

Mr. Exutorr. Yes, sir. 

Mr. Sueenan. That is the whole situation in a nutshell. 

Mr. Yates. As far as Flemming is concerned. 

Mr. Sureenan. As far as these fellows are concerned, the stuff just 
went back to the original producers? 

Mr. Extiorr. That isn’t quite right. We tried on a voluntary basis 
to see if we could negotiate with the companies with the result that 
that would provide more for the nonintegrated than would otherwise 
have been provided. 

Mr. SueeHan. Who contacted the companies on this particular 
phase ? 

Mr. Exxiorr. We did, sir. 

Mr. Sueenan. That is the point I am trying to get at. 

Mr. Exxiorr. By a letter of April 7. 

Mr. SHeenan, Who told you to do that? 

Mr. Ex.iorr. We did it voluntarily, because we thought it was in 
the general public interest. We had informal and oral conversations 
with folks in BDSA and Commerce who indicated that they thought 
that that would be in the interests of the industry. We kept Dr. 
Flemming advised that we were doing that. 

We have subsequently received a letter from the Secretary of Com- 
merce urging that we follow that course. 

Mr. Sueenan. In other words, GSA, when they did not buy the 
150 million pounds, you notified the three major companies that you 
weren’t going to buy it, take up your option in 6 months, and then you 
advised them to deliver or sell this to the nonintegrated users, is that 
right ? 

Mr. Exxiorr. Yes. But the point Iam making, Mr. Congressman, 
is that we asked them to make that available to the nonintegrated in 
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addition to the amounts which they delivered or committed themselves 
to deliver as of April 7. 

Mr. Sueenan. In other words, this 150 million pounds was a sort 
of a new-found pot of gold, and you wanted them, or you instructed 
them by some means, to contract this in addition to anything else they 
had agreed to do? 

Mr. Exnasorr. I can’t say we instructed it. 

Mr. SHeenan. How did you handle it? 

Mr. Ex.iorr. We handled it by offering to amend the previous pur- 
chase orders so as to accomplish this. 

Mr. SueeHan. Now to get back to the three major companies, I have 
information from one of them that they were requested by a govern- 
mental agency to distribute their share of this 150 million pounds to 
nonintegrated users. 

Mr. Exuiorr. All three of them were, sir. 

Mr. SuHeewan. All three of them were instructed ? 

Mr. Exxiorr. Not instructed, requested. 

Mr. SuHeenan. Now, did any of the three of them report to you as 
to what they did wiih their particular allotments? 

Mr. Extuorr. Alcoa accepted our amendments. 

Mr. Sueenan. Did they notify you that they distributed it in ac- 
cordance with your request? 

Mr. Yares. He said earlier it hadn’t been produced yet. 

Mr. Exxiorr. They notified us that they were accepting our pro- 
posal, which was to take place, of course, during this current 6 
monts. 

Mr. SHEEHAN. How about .Reynolds and Kaiser? 

Mr. Extiorr. Reynolds and Kaiser refused on the grounds that 
they had, in anticipation of a stockpile cut, made substantial deliveries 
and commitments to deliver to nonintegrated users over and beyond 
those that they otherwise would, and that therefore if we applied this, 
they would have to deliver twice. 

Mr. Yares. Before they were even advised of the cutback they 
said that they anticipated such a cutback? 

Mr. Exaisorr. That is correct; yes, sir. 

Mr. Yates. How did they arrive at that? 

Mr. Exsrorr. I think you will have to ask them that, sir. I am 
merely telling you what they advised us in writing. 

Mr. SHEeHan. Your contract, or the original Government contract, 
was for them to deliver this 150 million pounds during the first and 
second quarters ? 

Mr. Exxiorr. Correct. 

Mr. Watsn. Not deliver, deliver it by August 31. 

Mr. Exxiorr. Excuse me. The delivery was to be made by Au- 
gust 31. 

Mr. Sueenan. Thirty days after? 

Mr. Watsu. Sixty days. 

Mr. SHeenan. Sixty days. Now if you fellows, or the Govern- 
ment, hadn’t given them the idea that they weren’t going to take up 
this option of 150 million pounds, they would then have had to de- 
liver that by August 31; wouldn’t they ? 

Mr. Exxiorr. Right. 

Mr. Surenan. So I cannot see how valid this thought is that they 
have already disposed of what they thought they were going to 

70669—56——18 
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produce. What did you fellows say to that when they told you they 
didn’t have it? 

Mr. Exxiorr. The answer 

Mr. Yates. Who orders the cutback, the producers or ODM? 

Mr. Exsorr. I beg your pardon ? 

Mr. Yates. What you are saying is in essence that the producers 

really knew the cutback was coming before ODM ordered it? 
Mr. Etuiorr. That was their statement to us, that they anticipated 
it. 

In answer to your question, Mr. Chairman, I was just thinking 
aloud. They made one other statement, and this is contained in the 
letter of Kaiser to us—I don’t recall whether it is in the Reynolds 
letter—that oe anticipated that they would not have to deliver 
all of this to the Government, they made large commitments to the 
nonintegrated users, that if the Government insisted on its full com- 
mitment, then they would have to cutback on their customers. 

Mr. SHeewan. What do you mean by “large commitments,” and 
over what period ? 

Mr. Ex.taorr. During this same period. 

Mr. SuHeenan. All the testimony before our committee previously 
is that everybody is being cut back. 

Mr. Exxiorr. I am merely reciting to you what the facts are in the 
letters to us. 

Mr. Yares. Mr. Elliott, does this make sense in view of their con- 
tract commitments? Under the contract from additional facilities 
they are entitled to retain one-third of their production, and to turn 
over the remaining two-thirds either to the Government or to non- 
integrated users ; isn’t that correct ? 

Mr. Exuiorr. That is correct, yes, sir; subject to priorities and 
allocations, again. 

Mr. Yares. You mean the defense commitments? 

Mr. Ex 1OrT. Yes. I don’t think that makes any difference, but 
I just wanted to be technically correct. 

Mr. SHeenan. Of course, then the point of valiance here is simply 
that people have come before our committee and testified time after 
time that their needs are being cut back and they are getting less 
aluminum than they were getting at a similar time 6 months ago. 

Now you are saying to us that the three major producers have told 
you that they were making more deliveries. You say you heard that 
from them ? 

Mr. Exxiorr. I don’t know whether Alcoa had told us they were 
making more, I don’t know that it is more than last year. 

As I recall what Kaiser and Reynolds said to us especially, it was 
that in anticipation of the stockpile cut they made more deli veties 
and more commitments to deliver to the nonintegrated users than 
they would have if they had not anticipated a stockpile cut. 

Mr. Yates. What is the capacity of the new facilities? 

Mr. Exxrorr. Mr. Walsh. 

Mr. Yates. Which were the subject of this contract ? 

Mr. WatsH. All three were 600,000 tons. 

Mr. Yates. All of this is between Reynolds and Kaiser ; isn’t it? 

Mr. WatsH. No, sir. 

Mr. Yates. Does Alcoa have a share of it ? 





ALUMINUM INDUSTRY 189 


Mr. Waxsu. Yes. oe 

Mr. Yates. What portion is Alcoa’s, what portion is Reynolds’, 
and what portion is Kaiser’s ? 

Mr. Watsu. I do not have those figures here. 

Mr. Extzorr. Mr. Harris is here, sir. We asked him to return. 

Mr. Yates. Do you have that, Mr. Harris. 

Mr. Harrts. I do, sir. 

Mr. Exxiorr. The total figures for the first and second rounds 
are—— ¢ 

Mr. Yates. We are talking about capacity now, Mr. Elliott. It isn't 
a question of figures for first or second quarters; is it? 

Mr. Extiorr. No; this is annual tons capacity. 

Mr. Yates. I am sorry, I thought you said quarters. 

Mr. Exuiorr. This is annual tons capacity: Alcoa, 205,000 annual 
tons capacity; Reynolds, 180,000; Kaiser, 228,000; Anaconda, 50,000. 
The total is 663,000. 

Mr. Yares. Annual tons capacity 

Mr. Ettrorr. Yes, sir. 

Mr. Yates. Now, one-third of that is, in accordance with the con- 
tract, retained by the producers; is that correct ¢ 

Mr. Exxiorr. You have got to leave Anaconda out of this, because 
they had no guaranteed contract with us. 

Mr. Yates. All right, that makes it 613,000; is that right ? 

Mr. Exuiorr. Yes, sir. 

Now, of the 613,000, one-third is to be retained by the primary pro- 
ducers, again subject to priorities and allocations, you take that off 
the top of the bundle, and then you do your division. And I don’t 
know how much that is or what it would be from time to time. 

Mr. Yates. You don’t know what it is this year? 

Mr. Watsu. No, sir. 

Mr. Yates. Who knows? 

Mr. Enxiorr. Mr. Harris would know. I don’t know whether he 
can testify at this session or not. 

Mr. Yares. Is that classified material, Mr. Harris? 

Mr. Harris. I don’t think so. The ODM order is set aside. 

Mr. Yates. All right. How much was it for 1955? 

Mr. Snow. 135 million pounds each quarter. 

Mr. Yates. This is Mr. Snow, of BDSA. 

What was that figure? 

Mr. Snow. 135 million pounds. 

Mr. Yates. For the year ? 

Mr. Snow. Per quarter. 

Mr. Harris. It might be easier, Mr. Chairman, to say that it is 
65,000 tons per quarter. 

Mr. Yares. 65,000 tons per quarter, 65,000 times 4 for the year: 
260; that is 613 Jonah 

Mr. Extiorr. Only a little bit less than half of that would be al- 
located against the new contracts. That was the total set aside which 
was prorated between the old production and the new. 

Mr. Yares. Are we safe in taking half for the purpose of this 
computation ¢ 


Mr. Harrts. It is 65,000 over 1,500,000. What would that be? 
Mr. SHeenan. Forty percent. 
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Mr. Yares. Let’s break it down, then; 104,000 tons is the prora- 
tion, then, to be made from the new facilities for set-asides, is that 
correct ? 

Mr. Watsu. That is right. 

Mr. Yates. And therefore the set-asides are to be deducted from 
613,000 ? 

Mr. Exxiorr. Yes, sir. 

Mr. Yares. If we make that calculation we find the balance of 
509,000 tons, is that correct? 

Mr. Extiorr. Right. 

Mr. Yares. Now, what proportion of that was to be delivered dur- 
ing the first and second quarter, a half? No, one-third of it then 
goes to the primary producers, of the 509,000. 

Mr. Exusorr. That is right. . 

Mr. Yares. 169,666 tons would be retained by the primary pro- 
ducers, leaving 339,334 for the Government stockpile and for ‘he 
independent fabricators out ef the new facilities. Now, are our 
calculations correct in the sense both as to method and as to amount? 

Mr. Watsu. I think so; yes. 

Mr. Exxiorr. That is an annual figure. 

Mr. Yares. I know it. Now, we are going into the semiannual. 

Mr. Exnrorr. O. K. 

Mr. Yates. Now, with the semiannual figure on this behalf or are 
there reasons for delivery or allocations which would vary it? 

Mr. Ex.iorr. I would like to refer that question to Mr. Harris too. 

Mr. Yates. Would you join us, Mr. Harris? 

This is now GSA as amended by ODM. 

Mr. Harris. May I have the question, Mr. Chairman? 

Mr. Yates. Yes. We have 169,666 tons of the capacity of the new 
facilities after defense set-asides going to the primary producers as 
representing their third of production under the contract. This 
leaves a balance of 339,334 tons to go to the Government and to the 
independent fabricators under the terms of the contract. The ques- 
tion I should like to ask you is: One-half of this then would be the 
requirements of the Government of independent fabricators for the 
first and second quarters, in the absence of some kind of complica- 
tions that would alter deliveries. Is that correct? 

Mr. Harris. Substantially that is correct. 

Mr. Yares. So that for the first 6 months of the current year the 
Government was entitled—the Government and independent fabri- 
Si were entitled to delivery of 169,667 tons, is that correct, Mr. 

alsh ? 

Mr. Watsu. Yes, sir. 

Mr. Yares. Did the Government order this amount from the fabri- 
cators for the stockpile, this entire amount, 169,667 ? 
coe Watsu. Under the original call the amount was in excess of 

Mr. Yates. Was in excess of that? 

Mr. Watsn. Yes. 

Mr. Yares. So that the Government took the entire two-thirds of 
the new facilities for its purposes, then. Is that correct? 

Mr. Wausu. It ordered it; it did not take it. 

Mr. Yates. It ordered it? 

Mr. Watsu. Yes. 
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Mr. Yates. Then Dr. Flemming comes along and states that of 
this amount 75,000 tons, 150,000 million pounds, is not to be taken. 


Mr. Watsu. Correct. a 

Mr. Yates. And Dr. Flemming advised you of this in what manner? 
Mr. Watsu. By letter. 

Mr. Yates. Do you have it, the other letter. 

Mr. Wausu. Yes, sir; we have a copy of it here. _ 

Mr. Yates. May it be offered into the record at this point? 

(The letter referred to is as follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington 25, D. C., March 28, 1955. 


Memorandum for Mr. A. J. Walsh, Commissioner, Emergency Procurement 
Service, General Services Administration. 

Subject: Reduction in Government calls of aluminum for stockpile—3d and 
4th quarters fiscal 1955. 

Reference is made to memoranda of November 18, 1954, February 8 and 
February 23, 1955, requesting that you proceed to issue calls for certain 
quantities of primary aluminum for stockpile under the expansion contracts 
with the three primary producers for delivery from 3d and 4th quarters fiscal 
1955 production. 

In accordance with the decision reached yesterday by Dr. Flemming after 
consultation with the Defense Mobilization Board, it has been determined that 
these two calls should be reduced by a total of 150 million pounds in accordance 
with the table below : 

[In millions of pounds] 


Reduction Original calls Revised 
a a net call, 

| 3d and 4th 
Percent Quantity | 3d quarter | 4th quarter Total quarters 


55. 18 : 73. 47 146. 67 91. 49 
41.12 \ \ 109. 48 68. 36. 
142. 95 89. 25 


399. 10 249. 10 


You will understand that this latest action supersedes and cancels the defer- 
ral of 50 million pounds from the 4th quarter call authorized in our letter of 
February 23. 

In view of the fact that the two outstanding calls are in various stages of 
delivery by the three producers, the reduction authorized herein is to be applied 
against any undelivered portion of the third quarter call, and any balance ap- 
plied to the fourth quarter call. In this way the authorized reduction can be 
made immediately effective and therefore most contributory to an alleviation 
of the present market conditions. 

All other instructions previously issued remain in effect. It is to be under- 
stood that as of the completion of the authorized delivery dates for the fourth 
Master fiscal 1955, deliveries of metal in quantities as herein reduced are to be 

rrent. 

W. S. Froyp, 
Assistant Director of ODM for Materials. 


Mr. YAres. There is nothing classified about it? 
Mr. Exxtorr. No. 


Mr. Yates. This letter contains a paragraph that I find 
difficult to understand. And I read ; Pera ot Somewhat 


In view of the fact that the two outstanding calls are in various stages of 
delivery by the three producers, the reduction authorized herein is to be applied 
against any undelivered portion of the third quarter call, and any balance ap- 
lied to the fourth quarter call. In this way the authorized reduction can be 
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made immediately effective and therefore most contributory to an alleviation 
of present market conditions. 

Mr. Exxiorr. Those are quarters of the fiseal year, sir, the third 
and fourth quarters of the current fiscal year, or first and second 
quarters of the current calendar yeaa 

Mr. Yavres. But he is making reference to an alleviation of the 
present market conditions ? 

Mr. Exxtorr. Yes, sir. 

Mr. Yates. What did you understand him to mean by that? Be- 
fore you testified that you had received no instructions of any kind 
to seek to make this available for independent fabricators. Dr. Flem- 
mining, however, at least by this language, seems to allude to it, does he 
not ¢ 

Mr. Exxiorr. I think ‘he is merely making a statement of fact that 
there is a reduction in the stockpile which will make more metal avail- 
able for noncivilian purposes. 

Mr. Yares. All right, you received this letter, and what did you 
do after receiving it? 

Mr. Exsaorr. We addressed on April 7, letters to the three pro- 
ducers in which we said in summary we applied the amount of the 
cut that was to be applicable to each such producer, the amounts 
would vary for each one, and asked them to agree—we offered to 
amend the previous calls to include a paragraph that would reduce 
the total amount of the previous paragraph and would include a 
statement “It is agreed that you, the company, will make available 
a quantity of X pounds”—I am using X because it varies between 
the three companies that were specified—‘of primary aluminum 
pig or ingot over or above the total amount of such pig or ingot 
which you have delivered or agreed to deliver to nonintegrated users 
during the first and second quarters of 1955.” 

Alcoa accepted that. Kaiser and Reynolds did not accept, giv- 
ing as their reasons those that I have previously stated. They have 
made us counterproposals, and we are curently negotiating with 
them on their counterproposals. 

Mr. Yarrs. Do you have copies of that correpondence? 

Mr. Exuiorr. Yes, sir. Here are three original letters, the let- 
ter to Alcoa plus their acceptance, the leters to Kaiser and Rey- 
nolds. The one to Reynolds indicates their first counterproposal. 

Mr. Harding, you have the balance of the correspondence. 

Mr. Yates. Now how is the 169—— 

Mr. Extiorr. I will have the balance of the correspondence in a 
couple of minutes. 

Mr. Yares. As I understand your statement, Mr. Walsh, your 
earlier statement, more than 169,667, to which the Governemnt 
was entitled—the Government was entitled to twice that, wasn’t 
it? That is a one-third share—my figures are wrong. The Gov- 
ernment’s share of the facilities of the new production is properly 
599,334 tons. 

Mr. Waxsu. On an annual basis. The 169 was on a 6 months’ 
basis. 

Mr. Yates. The 169 is on a semiannual basis? 

Mr. Watsu. Yes. 
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Mr. Yares. And did I understand you correctly to say that the 
Government had ordered more than this amount for the stockpile 
for delivery during the first half? 

Mr. Watsn. Yes, sir. 

Mr. Arnorp. In other words, under the contracts, legally the in- 
dependents have no metal at all to which they will have access? 

Mr. Watsu. When the call was originally issued that would be 
correct. 

Mr. Arnon. The contract in effect is no protection at all to inde- 
pendent users / 

Mr. Watsu. Not with that amount of call, no, sir. 

Mr. Arnotp. According to what we saw this morning it won’t be 
in the future. 

Mr. Watsu. Depending on the call, sir. 

Mr. Arnowp. And that 1s a very interesting point to me, because as 
far as I can see the whole contract is meaningless, there is no metal 
available at all to independent users under these expansion contracts. 

Mr. Exniorr. As Mr. Walsh said, that will depend upon the size 
of the call. 

Mr. Yates. He did say depending upon the size of the call. And 
I am sure that counsel’s questions are predicated upon the amount of 
the call. 

So there is none made available to the independent fabricators under 
these contracts under present conditions of call; is that right? 

Mr. Watsu. Not under present conditions, sir, under the original 
all, under the revised call there is. 

Mr. Arnotp. Under the revised call with Kaiser and Reynolds there 
is no guaranty that it goes to fhe nonintegrated user ? 

Mr. Watsu. They haven’t accepted our language, sir. 

Mr. Exxiorr. Kaiser and Reynolds both have as a counterproposal 
offered to deliver to nonintegrated users during this period the amount 
which they would have been obligated to deliver had there been no 
cut whatsoever, plus the amount of the stockpile cut. 

Mr. Arnotp. I may be confused, but if these figures are correct they 
would be obligated to give them no metal—if we forget about the 
stockpile for given us—they would be obligated to give no metal at 
all to the nonintegrated users, because the entire two-thirds under 
the contract would be consumed by the stockpile. 

Mr. Exssorr. Actually it didn’t quite work out that way, because 
there was a variance between the three producers on the amount of 
the call. In fact, that would have been correct with respect to Alcoa 
and Reynolds, they would have had no legal obligation to deliver 
had the cut not been made. Kaiser would have had an obligation, 
because their call was proportionately less, 3,725,727 pounds. 

Mr. Yares. Let me ask this question just for clarification of some- 
thing in my own mind. What you did was to order an amount for 
the stockpile in excess of 169,667 tons to which the Government is 
entitled under the two-thirds agreement. When you cut back the 
amount of the 75,000 tons, could you not have directed that the cutback 
take place out of the new facilities? In that way wouldn't that ma- 
terial be made available for the independent fabricators, because 
presumably this is for their benefit as well as the Government. 

Mr. Exxiorr. Well, I assume that we could have. I also assume, 
since we have—there is nothing in the language of the contract which 
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gives us any authority over the old production—that they could have 
taken it out that way. 

Mr. Yates. The Gorernamiit is buying for the stockpile from new 
facilities and from old facilities, isn’t it, because if its purchases 
exceed the amount to which it is entitled under the new facilities, then 
it has got to take it under the old facilities; is that correct? 

Mr. Exxrorr. No, sir. As you will recall, Mr. Yates, we can call up 
to 100 percent under the new facilities. And the amount of our call 
was in excess of the two-thirds. 

Mr. Yates. Which paragraph do you use? Which paragraph of 
that contract do you use when you exercise—when you make purchases 
for the stockpile ? 

Mr. Exxiorr. When we make purchases for the stockpile we use that 
paragraph (a) which all or any additional aluminum. The other 
paragraphs are important for the purpose of computing the amount 
which they must tender to the nonintegrated users. 

Mr. Arnoxtp. You heard Mr. Flemming testify this morning, didn’t 
you, that he didn’t want to exercise his rights under that paragraph, 
because this may get us into the concept of the end product. Why is 
there such a basic difference between what Mr. Flemming said this 
morning and what you are saying now ? 

Mr. Exxrorr. I don’t think there is any difference. I think what 
Mr. Flemming was talking about this morning was that he didn’t wish 
to use—I think he said there was a question in his mind as to whether 
he should use that paragraph for the purpose of making calls other 
than for stockpile purposes. Now, our calls have been for stockpile 
purposes. 

Mr. Arnoip. To get back to Mr. Yates’ point just a minute, insofar 
as the calls against the additional facilities are concerned, which is 
made up pursuant to this first paragraph, if you forgive a part of that 
call, then the amount forgiven under contract, under the two-thirds 
rule at least, if you are offering under the two-thirds rule, has to go 
to nonintegrated users ? 

Mr. Extrorr. I agree with that. 

Mr. Arnowb. So if you release them the obligations to supply from 
the additional facilities, then it would be really automatic that it 
would have to go t o the nonintegrated users ? 

Mr. Exxiorr. I don’t think there is any question about that. .The 
question is what in addition they will have to give to the nonintegrated 
users. 

Mr. Yates. Wait a minute. They are saying they don’t have to 
give any to the nonintegrated users. 

Mr. Exxiorr. They have agreed in their counterproposals that this 
much will go to the nonintegrated users, the amount of the stockpile 
cut. 

Mr. SHEEHAN. Only Alcoa agreed to it; is that right ? 

Mr. Ex.iorr. Alcoa has agreed to give that to the nonintegrated 
user in addition to all their deliveries and commitments to deliver 
on April 7. 

Mr, Sueenan. With further reference to your letter of April 7, you 
asked Alcoa to report to you, to agree to furnish the Government on or 
before May 14 a report showing the extent of compliance with the 
terms of this contract. Has Alcoa replied to you? 
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Mr. Exxiorr. We have a preliminary report ; yes, sir. 

Mr. Sueenan. They have reported to you that they have complied 
by giving this additional tonnage to the nonintegrated producers ¢ 

Mr. Exniorr. Mr. Harding. 

Mr. Harptna. They have given us a report which shows that they 
have either delivered or contracted to deliver or will contract to deliver 
during the first 6 months of 1955, in compliance with the document 
that you have before you. 

Mr. Sueewan. What has happened to the other two proposals which 
you made to Kaiser and Reynolds and to which you say they made 
counterproposals? What state are they in? 

Mr. Extiorr. They are still negotiating with them on these counter- 
proposals, with a view to seeing if we can come up with some language 
that would assure to the nonintegrated users more than would apply 
under the strict two-thirds rule under the contract. 

Mr. Yates. Mr. Elliott, did I understand you to say that the pro- 
ducers are going to make available to the nonintegrated users the 
75,000 tons that were diverted from the stockpile? 

Mr. Extiorr. Yes, sir, an amount equivalent to that—I don’t say it 
is the exact amount, because nobody knows where the metal is. 

Mr. Yates. This particular metal, this particular amount is to be 
made available. Are they going to take their usual contract and say 
that it comes out of that? 

Mr. Exxiorr. Frankly, sir, I don’t know what they are going to do. 
You will have to ask them. 

Mr. SureHan. What are you fellows going to do?’ They haven’t 
given you a certain amount ef aluminum which they were supposed 
to deliver to you. You have freed them from it because you are not 
buying it. And they have this poundage. 

Mr. Exx1orr. Particularly we have not freed Kaiser and Reynolds. 
They are still negotiating. 

a r. SHeeHan. You are not buying this 50 million pounds from 
them ¢ 

Mr. Exxiorr. But they still have this existing contract. 

Mr. Sueenan. They have this percentage of that 150 million pounds 
still available for use. 

Haven’t they, Mr. Walsh? 

Mr. Watsu. Yes. 

Mr. Extiorr. It is‘still not available for their use, because they still 
have a contract with us. 

Mr. Sueenan. To deliver by August 31? 

Mr. Exxiorr. Yes. 

Mr. Sueenan. If you fellows don’t buy anything by August 31 
they have X million pounds with which to do what they want? 

Isn’t that right, Mr. Walsh? 

Mr. Watsu. That would be correct; yes. 

Mr. Suerenan. No one has it in the industry. So as of August 31 
Reynolds and Kaiser will have roughly one-third of 150 million pounds 
available with which to do what they want. 

Mr. Exrorr. That doesn’t follow. 

Mr. Sueenan. Who has bought it, then ? 

Mr. Exxrorr. In the first place, we have a contract to buy it. 

Mr. Sueenan. That is right. But you are not exercising it right 
now. 





196 ALUMINUM INDUSTRY 


Mr. Exxiorr. In which we are negotiating changes at the present 
time. 


Mr. Yarers. Can you retract the diversion and take that aluminum 
again ¢ 

Mr. Exxzorr. We could if Dr. Flemming canceled his previous direc- 
tive and directed us to. 

Mr. Surenan. Dr. Flemming has canceled the directive and told 
them not to buy the 150 million pounds that they are supposed to get 
this quarter. 

Mr. Yates. My question is whether he has canceled the canceling 
directive so that the Government can get this aluminum. 

Mr. Surenan. That is the point I am trying to get at. If General 
Services doesn’t buy—aAlcoa is going to deliver 55 million pounds, so 
that means there are 95 million pounds which the Government as of to- 
day is not going to buy or get delivery on between now and August 1. 

Mr. Exniorr. Well, Mr. Sheehan, we have contract, a binding con- 
tract at the present time to buy it insofar as Kaiser and Reynolds are 
concerned. 

Mr. SuHrenan. But you haven’t bought it ? 

Mr. Exxiorr. That is correct. 

Mr. Surenan. Therefore the material is around and available some 
place, because they have got to deliver it by August 31. 

Mr. Extiorr. They have got to deliver it someplace. Now, we are 
negotiating with them on changes of the contract. If we agree on 
these changes, which would have the effect of making not only the 
strict two-thirds amount available, but something more, then that 
would be fine. If we do not agree, if we reach an impasse, then we 
must report back to Dr. Flemming. 

Mr. Sueenan. But as we know from our committee hearings, you 
entered into this agreement with Aleoa on April 7, and approximately 
5 weeks later they are meeting the requirement and helping to allevi- 
ate the aluminum shortage by making deliveries. Alcoa has given 
you reports on delivery to the nonintegrated users, whereas if the 
other two companies sit on this contract and don’t negotiate until 
August, the situation continues to become worse in the industry. 

Mr. Exxiorr. Well, Kaiser and Reynolds have said that they have 
been delivering to nonintegrated users in anticipation of a new ar- 
rangement. That is what they have told us in the correspondence 
which we have submitted. 

Mr. SuHeeHan. We will have to wait until we get Kaiser and Rey- 
nolds here, because the evidence subimtted so far is that all the inte- 
grated users have been getting less and less aluminum than they did 
last year or 6 months ago. Some place along the line there is a 
discrepancy. 

Is that right, Mr. Chairman ? 

Mr. Yates. That is exactly right. 

Mr. Elliott, up to the time that you acted upon Dr. Flemming’s 
directive, presumably while the priority producers were making a 
certain amount available for the independents, the nonintegrated 
users, in accordance with the amounts they had available. What as- 
surance have you that the 75,000 tons isn’t being used for that purpose 


rather than being used in addition to what they had previously set 
aside? 
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Mr. Exziorr. I am sorry, Mr. Chairman, I don’t quite understand 
the question. 

Mr. Yates. We start with a total production by the three companies, 
don’t we ¢ 

Mr. Exxiorr. Right, total old and new or new? 

Mr. Yates. Both. They have their ordinary requirements, their 
customers to whom they make the metal available. This includes 
themselves and includes independent fabricators as well. The Govern- 
ment had ordered in excess of 169,667 tons, which was its right under 
the two-thirds paragraph of that contract. 

Alcoa, Kaiser, Reynolds presumably made their plans on the basis 
of an order by the Government of that amount, other than the 
facilities, and had allocated a certain amount to nonintegrated users ; 
correct ¢ 

Mr. Exuiorr. As of the time the orginal orders were placed ; yes, sir. 

Mr. Yares. That is correct. Then Dr. Flemming shall use his 
directive, and you carry it out to the amount of 75,000 tons. What 
assurance do you have—this makes 75,000 tons more available to 
Alcoa, Kaiser, and Reynolds—what assurance do you have that they 
aren’t going to use that for their own purposes rather than for the 
nonintegrated users ¢ 

Mr. Eustorr. Well, to begin with, you have got a time lag there 
between the time of our original orders and the letter of April 7, in 
which we officials advised them of the cut and proposed to change the 
contracts. So that they may have made some other plans in that 
interim. 


_ 


Mr. Yares. Would you say,that the 75,000 tons that were diverted 


from the order should have been diverted from the 169,667 tons that 
were the Government’s right under the contract, in order that it 
might be made available for the nonintegrated users? 

Mr. Exuiorr. Let’s put it this way: The Government’s call—I 
want to clear up one point that was made before—our call is always 
under that paragraph 1l-a which permits us to call all or any part of 
the aluminum. The two-thirds is a method of computation to deter- 
mine how much will be left that they are required to tender to the 
nonintegrated after the Government call is made. 

Mr. Yares. They why did I in this committee resort to the calcula- 
tions of the one-third and the two-thirds; why didn’t we just say that 
the Government is entitled to 600,000 tons and let it go at that? 

Mr. Exxiorr. Well, for the purpose of computing how much would 
be legally tendered to the nonintegrated, your calculations were exact- 
ly right. 

Mr. Yates. Then your point doesn’t make sense, does it, really, 
because you say that you make your call under that section. As a 
matter of fact, you don’t make that call under that section, you make 
it under the subsequent section, because you are only entitled to two- 
thirds. , 

Mr. Exxiorr. No, sir; as a matter of Government call, we make it 
under the first section. But then when we compute how much the com- 
panies are required to tender to the nonintegrated, we make the cal- 
culation under the other section. 

Let me explain it another way. 

Mr. Yares. I wish you would. 
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Mr. Exxiorr. The nonintegrated users are entitled to the remainder 
of the two-thirds of the production after deducting from that two- 
thirds the Government’s call. . 

Mr. Yarrs. The Government has the right to call 100 percent. 

Mr. Exuiorr. Yes, sir. 

Mr. Yates. Of that 100 percent, the independent fabricator has a 
right up to two-thirds of the production, assuming that the Govern- 
ment makes no call; is that correct ? 

Mr. Exxiorr. That is correct. 

Mr. Yates. So that if the Government made no call for stockpile 
at all, the independent fabricators would be entitled to two-thirds of 
600,000 ? 

Mr. Exniorr. That is correct. 

Mr. Yates. To 400,000 tons. 

Mr. Extiorr. Yes, sir. 

Mr. Sueenan. And as a corollary, when the Government does not 
take 150 million pounds, theoretically the independent fabricators are 
automatically entitled to two-thirds of that, or a hundred million 
pounds, at a minimum. 

Mr. Extiorr. They might be entitled to the whole thing. 

Mr. SuHeenan. I say, a minimum. 

Mr. Extiorr. Yes; depending on the size of the Government calls. 

Mr. Yates. What is your feeling on that? Are they entitled to it? 

Mr. Extiorr. 150—I am lost in my figures. 

Mr. Yates. 150 million pounds, which is the 75,000 tons. 

Mr. Extiorr. I don’t think there is any question about it. I want 
to be completely fair; there is no disagreement between us and the 
companies as to that entitlement, as shown by the correspondence. 

Mr. Surenan. That is right. This correspondence of April 7 
shows that they actually requested Alcoa to deliver this portion to 
the nonintegrated users and report to them, which they have done. 

Mr. Exxiorr. Let’s get it clear. Kaiser and Reynolds have also 
agreed to deliver that amount. 

Mr. SHeruan. But we don’t know if they have or not, do you? 

Mr. Exxiorr. No. 

Mr, Yates, You don’t know whether the amount they had agreed 
to give was based on previous sales or this additional allocation ? 

Mr. Ex.iorr. That is correct. 

Mr. SueenAn. Alcoa states that they are delivering this 55 million 
pounds above and beyond previous commitments, which is what we 
want them to do. 

Mr. Yates. That is right. 

Mr. Exuiorr. That is correct. 

Mr. SurenHan. But as Mr. Yates says, we have no evidence or proof 
that Kaiser or Reynolds have done likewise. 

Mr. Yates. That is right. 

As you interpret the contract, do you believe that independent 
fabricators are entitled to that amount of metal, over and above 
previous commitments to the company ? ; 

Mr. Exssorr. No; I can’t say over and above previous commitments. 

Mr. Yates. Do you think that was the original intention of the 
contract, though ? ae 

Mr. Exsiorr. Frankly, I don’t think that this situation was ever 
envisaged. If I could make a slight explanation 
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Mr. Yates. Sure. 

Mr. Exuiorr. The aluminum contracts were the first to be nego- 
tiated under the Defense Production Act, they were the guinea pigs. 
They also represent, as I am sure you all realize, a substantial de- 
parture from the Government’s World War II pattern of expansion. 

In World War II, the RFC built plants, and the decision was made 
in the beginning of the Korean emergency that plants would be built 
by private enterprise with Government support at a minimum, and 
the major element of that would be a market guaranty. It was a 
new departure, we were ploughing new ground, and we had a great 
many things to think about. I am sure we didn’t think of all the 
situations that could arise. 

In that connection, I might say, of course, at the time the contracts 
were negotiated, metal was under allocation. Perhaps we should 
have thought more precisely about the relation of the tenders to the 
nonintegrated, to what was the historical practice of the companies 
under their then existing old production. But we didn’t think about 
the point; the point was not discussed, it was not negotiated, and the 
contract is silent on that question. 

Mr. Yates. May I a this question: How does the Government 
know whether provisions of guaranteed market contracts between it 
and the primary producers are fulfilled? How do you know whether 
the primary producers retain one-third of the aluminum from ex- 
panded capacity and give you the remaining two-thirds? 

Mr. Watsu. They submit to us, quarterly, a report showing the 
sale to nonintegrated users. 

Mr. Yates. From the new capacity ? 

Mr. Watsu. Yes, sir. 

Mr. Yates. Do you ever verify the figures or check them? 

Mr. Watsu. I would have to refer that to the Office of the Comp- 
troller. 

Mr. Yates. Mr. Medley? 

Mr. Mepiey. Mr. Chairman, we have not yet audited the com- 
panies’ reports, the reason being fairly simple, we think. 

Last year, of course, aluminum was in long supply, so that you 
didn’t have this problem, and the problem is one that is relatively 
new. So what we planned to do is take up with the companies the 
proposition of having their independent public accountants as a by- 
product of the normal company audit, to give us certified statements 
as to the accuracy or propriety of the report that we have received. 


Mr. Y Ares, Up to the present time you have been taking statements 
of the company ? 


Mr. Meptey. That is correct. 

Mr. Yates. What Government agency or what individual in the 
Government is responsible for keeping track of the administration of 
the distribution clauses of the guaranteed market contract between 
the Government and the producers? Is it your agency ? 

Mr. Exxiorr. General Services; yes, sir. 

Mr. Yates. And what steps are you taking now to make sure that 
the independent fabricators do receive what they are entitled to under 
the contract? Are you going to have audits made? What do you 
propose to do? I mean, the contract is dated 1951; you have got 4, 

ears of operation under the contracts, and apparently no check has 

n made of any of them; isn’t that correct ? 
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Mr. Meptey. I think, Mr. Chairman, about half of that time was 
consumed in construction of the plants, .so that you had roughly, I 
would say, 2 years of operation. 

Is that about right, Mr. Harris? 

Maybe not quite 2 years. So, as I indicated previously, last year 
there was no problem on the supply question. I mean, everyone had 
all the aluminum they needed. So it is just recently that this problem 
of compliance with the distribution clauses of the contract has arisen. 

And, we do plan to take wp with the companies the proposition of 
having their independent public accountants give us, as a byproduct 
of their normal audit of the companies’ books, certified statements as 
to compliance of the companies with those provisions of the contracts. 

Mr. Yares. Do you administer the DPA inventory, as well as stock- 
piling? 

Mr Ex.s0orr. Yes, sir. 

Mr. Yares. Do you purchase and sell out of that inventory ? 

Mr. Exxrorr. Yes, sir. 

Mr. Yares. Is this in accordance with directives from Mr. Flem- 
ing? 

Mr. Exxtorr. Right. 

Mr. Yares. Is there a substantial aluminum inventory in the DPA 
inventory ? 

Mr. Watsu. Yes, sir. 

Mr. Yares. In the DPA inventory itself, which has not yet been 
transferred to the stockpile? 

Mr. Watsn. Right. 

Mr. Yares. Is that a classified figure, the amount in that DPA 
inventory ? 

Mr. Watsn. No, sir. 

But I might say that the figures that Dr. Flemming gave you this 
morning, as to the stockpile position, included those figures. 

Mr. Yares. This is not a correct statement then, is it, because as I 
understand what Dr. Flemming told us, the DPA inventory is not 
technically a part of the stockpile? 

Mr. Wausn. Not until the transfer. 

Mr. Yarers. So it should not be included in that amount? 

Mr. Watsu. Not in the amount; but it is in Government possession. 

Mr. Yates. But you may sell it; might you not? 

Mr. Watsu. Not unless he so directs us. 

Mr. Yates. He has the right to sell it? 

Mr. Watsu. Yes, sir. 

Mr. Yates. He stated that he did not have the right to sell the 
stockpile. 

Mr. Watsn. Not the stockpile. 

Mr. Yates. Do you purchase for the DPA inventory or go direct 
to the stockpile? 

Mr. Watsn. On the aluminum, they go to the DPA first. 

Mr. Yates. To the what? 

Mr. Waxsu. On the aluminum, it is financed from Public Law 744, 

Mr. Yates. Yes. 

Mr. Watsu. Then, as the material is delivered it is transferred over 
to the stockpile, and the stockpile reimburses it under Public Law 744. 

Mr. Yates. Have you sold any aluminum this year from the DPA ? 

Mr. Watsu. No, sir. 
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Mr. Yates. The information we have is that the aluminum was sold 
in 1946, 1947, and 1948 for 3 cents less than the Government paid for 
it. Was that in accordance with an ODM directive ? 

Mr. Watsu. It could not have been, sir, because ODM was not in 
existence at that time. 

Mr. Yares. What was its predecessor agency that controlled? 

Mr. Wausu. Its predecessor agency was the Munitions Board. 

Mr. Yates. Yes. 

Mr. Watsu. But I believe those sales that were made were made 
by Metals Reserve, which was RFC, 

Mr. Yarrs. What was the reason for selling it below cost at that 
time ¢ 

Mr. Wausu. I would not know. 

Mr. Yares. Since you have been administering that inventory, you 
have not. had occasion to sell that metal below cost, have you? 

Mr. Watsn. The metal below cost ? 

Mr. Yates. Yes. 

Mr. Watsn. No, sir. 

Mr. Exxiorr. Of course, in 1946, 1947, and 1948 there was no DPA 
inventory. I think I am reasonably sure in saying that that was not 
sold out of the stockpile, as Mr. Walsh says. It may have been an 
RFC sale. 

Mr. Yates. Are there any questions ? 

Mr. Surenan. Did you agency have anything to do with the nego- 
tiations in helping to build ‘and finance the second round of increase 
in aluminum ? 

Mr. Exniorr. Yes, sir. 

Mr. Surenan. Therefore your agency had the negotiations when 
the third round was contemplated ? 

Mr. Exniorr. Yes, sir. 

Mr. Surenan. You had the various aluminum companies in talk- 
ing about financing and building extra plants for the third round ? 

Mr. Exxiorr. Yes. 

There was a little bit of a peculiar situation in connection with the 
third round, I might say, in that they had set up in what was then the 
Defense Production Administration a special Aluminum Section, 
headed by Mr. Samuel Anderson, who did some preliminary broad 
negotiations with certain companies, and then certified those com- 
panies over to General Services Administration for detailed negoti- 
ations. 

Those companies were Olin Industries, the Wheland Co., and 
Harvey. 

Mr. Surenan. Anaconda, was it included ? 

Mr. Exxiorr. No; Anaconda was not. They had picked up in the 
second round, but they had never signed a market guaranty contract, 
so that they were not in our negotiations. 

Mr. Surenan. In other words, your agency had reached a stage 
where you were negotiating ;with certain companies on the basis of 
the estimated need for aluminum to go into a third round of increase ? 

Mr. Exxiorr. That is correct. 

Mr. Sueenan. Then all of a sudden it was decided not to? 

Mr. Extrorr. That is correct. 
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Mr. SurrHan. What was the advice given your agency by the pri- 
mary producers about discontinuing ¢ 

Mr. Exxiorr. We never received any advice, one way or another, 
from the primary producers because our directions all came from 
ODM-—first from DPA, when they certified the three over. 

Mr. SHeenan. Which Government agency made the decision not to 
co into the third round ? 

Mr. Exxiorr. ODM. 

Mr. Sueenan. That is all. 

Mr. Arnoxtp. You heard Mr. Flemming’s testimony, I believe, this 
morning, that it was his understanding that the original intent of the 
original contract was one-third to go to the primary producer, one- 
third to the stockpile, and one-third to the nonintegrated independents. 

Was that also your understanding ? 

Mr. Extuiorr. To the best of my recollection—and I am trying to 
draw on a 5-year-old memory now—at the very earliest meetings, as 
I recall, the three primary producers first had a meeting with Mr. 
Symington, and then they subsequently had a meeting with Mr. Lar- 
son, at which I was present, and, as I recall them, they talked about 
a rough rule of thumb of one-third, one-third, and one-third. 

When we came to executing the contracts we lumped the two-thirds 
for the Government and the nonintegrated producers together. The 
reasons for it were, we felt that it would give more flexibility in the 
first place, and, in the second place, it was felt that it would give the 
nonintegrated a greater opportunity because the Government, by cut- 
ting back its call, could let the nonintegrated have more than one-third. 

Mr. Arnowp. I have here some of the leases from the General Services 
Administration which were made public for the third quarter of 1953, 
the fourth quarter of 1953, and the first, second, and third quarters of 
1954. 

On the basis of the lease for the third quarter of 1953 from your 
office, it shows a total production of 650 million pounds, and of that 
amount 220 million came from the new facilities, in the total of this 
amount, a total of 90 million pounds which went to the independ- 
ents. This, in turn, was 18 million pounds in excess of what they were 
required to give under the contract. 

That actually works out in percentage of about 32 percent of the 
new facilities which went to the nonintegrated independents, accord- 
ing to your release. 

I will not go over the specific figures on the other releases, but using 
that same formula, the same figures you will find in the fourth quar- 
ter, 1953, 26 percent went to the nonintegrated users from the new 
facilities. 

You will find that in the first quarter of 1954, if you follow the 
figures—and there may be an error in printing on these figures—only 
10 percent of the new facilities went to the nonintegrated users. 

In the second quarter, you will find that 19 percent went to them. 
And in the third quarter, you will find 21 percent went to the nonin- 
tegrated users. 

And then I have not been able to find any other releases. I would 
like to ask you two questions. 

Have any other releases been issued since the third quarter of 1954 
which made these figures available to the public, or has there been a 
change in policy, not to make such figures available to the public? 
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Mr. Exuuiorr. We do not know the answer to that, sir. I will have 
to check and report back to the committee. 

This was given out by the public relations office. Frankly, neither 
Mr. Walsh nor I can answer your question. 

(The information referred to will be available for study when 
furnished. ) 

Mr. Arnoip. The other question is kind of a conclusion, obvious 
from these figures, at least, that the original rule of thumb is not 
working out in practice, and that the nonintegrated users are getting 
a good deal less than one-third of the production from the new facil- 
ities. 

Mr. Exaiorr. Well, as I said earlier, we just did not dwell on the 
point whether or not the tender to the nonintegrated would be in 
addition to what would normally be the companies’ practices with 
respect to their old production. 

dua general theory, both the companies’ and the Government’s, in 
connection with the expansion contracts were that this expansion was 
to be superimposed upon the industry in such a way that it would 
not be a handicap or a burden to the industry in connection with 
its normal—that is, its old production, nor would its old production 
have any special benefit by reason of the new production. 

In applying that principle, we did not think of all of the situations 
that might come up. 

While I cannot point to anything specific in the contract. I would 
certainly feel that the companies have a moral obligation not to sub- 
stitute wholly their obligation under the new contract for that which 
they would otherwise be tendering to the nonintegrated if they had 
no contract. 

To what extent would be their normal tendency depends on what 
base you take, and a lot of other things. Frankly, it is something 
that we have to talk out with the companies, on a negotiated basis. 

Mr. Arnorp. The testimony today has been that, of course, the set- 
aside is deducted first from the additional facilities, from the pro- 
duction thereof. 

Is it not a fact that in 1954 when there was a condition of over- 
supply for a certain period, that certain of the ‘primary producers 
contended—whether this contention was accepted or not—that the 
set-aside should not be regarded as a part of the requirements of 
the contract, and that the Government should make its call of two- 
thirds on their production, in addition to the set-aside? 

Mr. Ex.iorr. No. 

As I recall—Mr. Harding can correct me if I am in error—in 1954, 
as you say, there was a period of oversupply. We had discussions 
with the companies during 1954, which we never concluded, regarding 
clarification of their put rights. At that time, the burning question 
was, how do you calculate the companies’ put rights under the con- 
tract—not how much they were to tender to the nonintegrated ? 

Mr. Arnowp. At that time the companies wanted a high put? 

Mr. Exxiorr. At least one of the companies was contending, as you 
say, that it ought all to be allocated to the new facilities. We never 
agreed with that. And we never reached any conclusion. 

I do not know what the right answer is, except that I am clear 
that it must be counted the same for both ways—both for the non- 
integrated and for put rights. 

70669—56——14 
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Mr. Arnoxp. In relation to prices in the industry do you receive 
information from the companies, or do you make any inquiry rel- 
ative to proposed price increases? 

Mr. Exxiorr. Well, the contract provides, as you have observed, 
of course, that we take the prices published in the Engineering and 
Mining Journal. 

Mr. Arnotp. I was thinking of the price rise in 1954—I believe it 
was in March. Did you make any inquiry as to the reasons for that 
price rise? Did you make any inquiry to the primary producers? 

Mr. Exxiorr. I would rather Mr. Walsh answered that question. 

Mr. Watsu. We had some discussions with them on it at the time, 
and worked out a pricing formula with them on the material that 
had not yet been delivered. Some of the muterial we got at the old 
rice. 

Mr. Arnotp. Did you have any correspondence with them with 
reference to the price increase—their reasons for it? 

Mr. Watsu. I think we did. I could not say for certain, but I 
think we did. 

Mr. Yates. Do you have a copy of the report which the companies 
file with you to show how they had complhed with the contract? 

Mr. Watsu. Yes, you have those. 

Mr. Yares. May we see one? 

Mr. Watsu. Yes. 

(Mr. Harding handed the document to the chairman.) 

Mr. Arnoip. Do you have any figures available which will show 
the consumption of aluminum by the primary producers in their 
own fabricating plants during the first two quarters of 1955? 

Mr. Wats. We do not; no, sir. 

Mr. Arnoitp. Would that be available to you? 

Mr. Watsu. I imagine BDSA have that. We do not have it. 

Mr. Yares. Do you deal with aluminum scrap at all? 

Mr. Exntorr. No. Mr. Medley might be able to shed some light 
on that. 

Mr. Meprey. I do not have the figures with me, Mr. Chairman, 
but in connection with some of the questions that Mr. Elliott re- 
ferred to, our discussions with the companies last year—that is, as to 
how you compute the formula and some of the technical differences 
we had on the put rights—we have received information from them 
which shows total production and total disposition. I am not sure, 
though, whether they are broken down as to how much of it they con- 
sumed themselves or not, but if we have it we will be glad to furnish it. 

Mr. Yates. When do the companies file these reports with you of 
compliance ? 

Mr. Watsu. They file them the beginning of the quarter. 

Mr. Yates. Covering the previous quarter ? 

Mr. Watsn. No, sir; the succeeding quarters. 

Mr. Yates. Based wpon these reports, can you not tell whether 
the company is using the amount of the diversion for new independent 
fabricators or whether they are using it for the old ones? 

They have to tell you at the start of the quarter what proportion 
is being used for independents ; do they not ? 

Mr. Watsu. Yes. 
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Mr. Yares. If you cast out a portion of your stockpile requirement, 
should not that percentage be augmented by that amount? 

Mr. Watsu. It should be; yes, sir. 

Mr. Yares. Is it? 

Mr. Watsu. Well, we asked for reports by the 15th of May. We 
have one such report from Alcoa, We do not yet have it from Kaiser 
or Reynolds. 

Mr. Yates. When was that report due from Kaiser and Reynolds? 

Mr. Wausn. The 15th of May. 

Mr. Yates. How does it happen that you have one from Alcoa and 
none from the others? 

Mr. Watsu. The others have not yet submitted it, because the ne- 
gotiations have not yet been completed. 
~ Mr. Yares. Alcoa’s share of the amount that was to be diverted for 
the independents from the Government cancellation order was some- 
thing like 55 million pounds; was it not ? 

Mr. Watsu. Around that. 

Mr. Yares. What was the Reynolds’ share to be? And what was 
Kaiser’s share to be, theoretically 4 

Mr. Watsu. Kaiser’s was 53 and Reynolds’ was 41. 

Mr. Yates. Would it be possible for your agency to take those 
amounts and calculate whether or not the amount that has been made 
available to them under this cancellation order has really been used 
for the independent fabricators? 

Mr. Exuiorr. Mr. Chairman, I am not sure that I made it clear be- 
fore that in these current negotiations that we are having with Kaiser 
and Reynolds we are trying to work out something which will assure 
to the nonintegrated users during this period in each case an amount 
in addition to the 41 million for Reynolds and for Kaiser the 53 
million. 

The companies have stated that the Kaiser letter which you have 
before you states its intention of making available to nonintegrated 
during this period 104 million and Reynolds in their letter approxi- 
mately 78 million. 

Mr. Yares. Is there anything classified in the preliminary reports 
under the aluminum available for nonintegrated that these companies 
file with you? 

Mr. Ermorr. No, sir. 

Mr. Yares. Can you furnish for the record copies of the reports 
of the producers to you for the first and second quarters of 1955? 

Mr. Exxiorr. Yes, sir. 

(The information was supplied and appears in the appendix.) 

Mr. Arnotp. I am reading from the so-called negotiations between 
yourself and Kaiser and Reynolds. I notice the concluding para- 
graph im the letter from Kaiser states that a press release announced 
the reduction of stockpile calls was issued by the Government on 
March 24, 1955. 


To date, however, we have no official agreement reducing our stockpile calls 
accordingly between the stockpile calls and our commitments to nonintegrated 
users, and we are overcommitted by 53,700,000 pounds. We cannot continue to 
remain in this overcommitted position and unless some action is immediately 
taken to officially adjust the stockpile we will be foreed to advise our pig 
ingot and billet customers that the stockpile reduction has not been made and 
we will have to reduce our deliveries to the customers by the amount mentioned. 
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Is that to say if the Government does not come to any agreement 
with them that they will cancel their orders with the present non- 
integrated users ? 

Mr. Extiorr. That is their statement. That is their letter. It 
kind of speaks for itself. I am not in a position to comment. 

Mr. Arnotp. That is pretty tough; is it not? 

Mr. Exxiorr. Yes. 

Mr. ArNotp. Either the Government comes to our terms or we will 
just cut off these other people. 

Mr. Yates. Mr. Elliott, who determines whether or not these com- 
panies should be sued by the Federal Government? Is it your prov- 
ince or the Department of Justice’s to do that ? 

Mr. Ex.iorr. I would say definitely it would be the Department of 
Justice, since they are the only ones that would be authorized to go 
into court. 

Mr. Yates. Have they been asked to sit in on these discussions 
looking to possible enforcement of the contracts ? 

Mr. Ex.iorr. No, sir. We have not because I have not felt the 
occasion had arisen, so far as the language of the contract is concerned. 

Mr. Yares. In your judgment does an independent fabricator have 
any rights under that contract? 

Mr. Exxrorr. The independent fabricator has a right to complain 
to the Government. He has no right of direct suit under the contract. 

That was one of the points that we bargained out with the com- 
panies in the original negotiation. re 

Again I want to remind you that these were negotiated contracts. 
As a matter of fact, at least one of the companies, or some of their 
representatives, were opposed to giving us any enforcement provisions 
whatsoever. And we finally compromised by having an enforcement 
provision in the Government only on the not unreasonable ground that 
if it were left wide open for any so-called third-party beneficiary to 
come in, they might be subject to harassment by a number of strike 
sults. 

But we felt, and I still feel, that in our democratic system of govern- 
ment if a nonintegrated user has a legitimate complaint he can go to 
the Attorney General, and if he can prove to the Attorney General he 
has a legitimate cause for complaint, why, the Attorney General will 
take action. 

Mr. Yares. Does the nonintegrated user have a right to sue in the 
event the Attorney General does not sue? 

Mr. Exxiorr. I would say “no,” sir. I would say by contract the 
right to sue was limited to the United States. 

Mr. Arnotp. Does the nonintegrated user have a right to have access 
to all of the materials in the Government’s possession which would 
indicate whether he is getting his fair share pursuant to the contract? 

Mr. Exusorr. Again, I would say “no,” sir, but I am certain that the 
committees of Congress, including this one, have a right to that 
material. 

Mr. Arnotp. The Government has a very, very serious respon- 
sibility, that is the point, under these contracts toward the noninte-- 
grated users; does it not? 

Mr. Exxiorr. Yes, sir. 
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Mr. Arnotp. And the nonintegrated user is completely dependent 
upon ie strength and vigilance of the Government in protecting his 
rights ¢ 

Mr. Ex.iorr. That is right. And I think all of us in the Government 
are trying to do an honest job on it. 

Mr. Yates. Are there any other questions? If not, thank you, Mr. 
Elliott. Thank you one and all. 

Mr. Exxiorr. Mr. Yates, in conclusion, I have mentioned the specific 
negotiations that we are having now on this immediate 6 months’ 
problem with Kaiser and Reynolds. I did not want to leave any infer- 
ence that we have abandoned our overall negotiations of several equi- 
table adjustments that need to be made in these contracts to cover 
contingencies and points that none of us thought about. 

We had some meetings, as I said, last year. We should have had a 
meeting several months ago, but for one reason or another, somebody 
either in the Government or in the companies has been disabled, but 
we have another meeting coming up very shortly in which we are going 
to try to clarify some of these points. 

Mr. Yates. I have one more question, Mr. Elliott. Suppose Dr. 
Flemming canceled the cancellation order of the 75,000 tons. Under 
the terms of the contract would the companies have to deliver the 
amount that originally was ordered ? 

Mr. Exxiorr. Yes, sir; they would. 

Mr. Yates. During the remainder of this year ? 

Mr. Exuiorr. Up until August 31. However, I think I should point 
out that if Dr. Flemming took on himself that remedy then of course 
he would, as he said this morning and as I have talked to him since, be 
faced with the whole question of allocation and which he feels should 
be done as a thorough job, and not as a piecemeal job. 

Mr. Yates. I think that is true. Yet one wonders what can be done 
to assure protection for the independent fabricator under the contract 
as has been presented now. They do not have any specific rights when 
the Government is making the call as it is now for some purposes; is 
that not right? 

Mr. Exxiorr. Yes, that is correct. 

Mr. Yares. Thank you very much. 

Mr. Exxiorr. Thank you. 

Mr. Yates. We will next hear from the gentlemen from the Alumi- 
num Magnesium Division of the Department of Commerce. 


STATEMENT OF H. C. ERSKINE, DIRECTOR; ACCOMPANIED BY A. A. 
SNOW, ASSISTANT DIRECTOR; AND M. BAILKIN, CHIEF STATIS- 
TICIAN, ALUMINUM-MAGNESIUM DIVISION, BDSA, DEPARTMENT 
OF COMMERCE 


Do you gentlemen have a statement ? 

Mr. Erskine. No, sir. We have two letters from your committee, 
Mr. Chairman. One asked for the number of statistics, which are 
mostly complete and will be in your hands in a day or two. 

Mr. Arno. I think some of that information will obviously be 
classified. Will you just submit it to the committee? We will not 
make it a matter of public record. 

Mr. Ersxine. We will doso, sir. 
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Mr. Arnotp. Do you also have information available to show the 
extent to which the primary producers in 1954, and for the two quar- 
ters, by quarters, in 1955, have used primary aluminum in their own 
fabric ating pls ints ¢ 

Mr. Ersxrnz. That I believe will be in the figures that will be sent 
toyou. We do not have them here. 

Mr. Arnotp. That will be included in the other figures ? 

Mr. Erskine. Yes, sir. 

Mr. Arnowp. I also asked in one letter—I realize it is perhaps a hard 
request, but I wanted to know in total amount, in tons or pounds of 
the requests you have received from nonintegr ated user s, directly or in- 
directly, for relieving this present shortage. 

Were you able to get up any such figures? 

Mr. Erskine. We do not have any tabulation of any of those re- 
quests. In most cases they were not a specified quantity. They were 
merely statements that they were not able to get sufficient metal and 
kept away from specified quantities. 

We have any number of letters and calls from companies stating 
that they could not get enough metal, but in most cases did not say 
just how much. 

Mr. Arnotp. In a general way I believe the committee would be 
interested in finding out actually how, whether it is haphazard or 
otherwise, aluminum is distributed during a particular period of 
shortage such as we have now. 

When you receive a request from X nonintegrated user of aluminum 
that he is short on, what do you do with that “request ? 

Mr. Erskine. We ask them to furnish the complete story of their 
minimum requirements, what their attempts at purchasing have been, 
what the commitments are that they have received from the vendors, 
and when we collect all of that information we then turn it over to all 
three producers. 

In most cases they have been supplied with at least some more metal. 

Mr. Arnotp. You say in most cases. What would be the per- 
centage ¢ 

Mr. Ersxrne. Fifty or sixty percent, I suppose. In many cases 
when we get information and run it down, it is not the true story. We 
get it quite exaggerated in the first place. 

In the second case, when we ask them to send us the complete infor- 
mation many times we never hear from them again. 

Mr. Arnotp. When the requests have been met in part who usually 
supplies the aluminum, or who supplies it in the greater amount as 
between Alcoa, Kaiser, and Reynolds? 

Mr. Erskine. We have no such records. We have knowledge that 
all three produce ers have given metal in emergency cases. As to which 
gives more we do not have : any definite record, nor do we attempt to 
keep it. 

Mr. Arnotp. For instance as brought out in the testimony of Mr. 
Pickens, according to your best information which you undoubtedly 
believe in—I am not questioning your judgment on this—you in- 
formed us that he was taken care of, that some of the primary pro- 
ducers agreed to take care of his needs. Yet he shows up in Washing- 
ton about a week later and apparently he has had nothing but one token 
commitment from Alcoa. That would be one example where we have 
no idea whether the metal is being distributed or not. 
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Mr. Ersxrne. I do not remember the circumstances. There could 
be some confusion there, because he represented two different opera- 
tions. We may have advanced some in one case and not in the other. 

Mr. Snow. Yes. Commonwealth got some metal. 

Mr. Erskine. Mr. Snow says that he got most of his metal in 
Texas and some metal for the Commonwealth operation. 

Mr. Arnotp. Now what is your official title? 

Mr. Erskine. I am Director of the Aluminum-Magnesium Division. 

Mr. Arnotp. And how many people are in that division aside from 
secretarial help ¢ 

Mr. Ersxrnr. There are 14 total people including the secretarial 
and clerical. 

Mr. Arnotp. Excluding the secretarial and clerical, how many are 
there? 

Mr. Ersxrneg. Either 10 or 11. 

Mr. Arnon. Of those 10 or 11 how many are from the industry 
itself ? 

Mr. Erskine. Two. 

Mr. Arnotp. From what companies do they come? 

Mr. Erskine. I am from ALCOA. And the Deputy Director is 
from Aluminum and Magnesium Co. in Sandusky, Ohio, a smelter. 

Mr. Arnotp. And how long has he been Deputy Director? 

Mr. Erskine. He has been Deputy Director since the first of May. 

Mr. Arnotp. He would represent a nonintegrated user then ? 

Mr. Ersxrne. That is right, sir. 

Mr. Arnoip. Under your regulations can he become Director of the 
Division ? : 

Mr. Erskine. I cannot answer that. I think that would be entirely 
at the discretion of the Administrator of the Division. We have had 
nonintegrated men as Directors of the Division. 

Mr. Arnotp. I understand there is a new policy change which no 
longer allows nonintegrated users to be Directors. I may be incor- 
rect, but will you check on that and advise the committee ? 

Mr. Erskine. Yes, sir, we will. 

(The information is as follows :) 

DEPARTMENT OF COMMERCE, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
Washington 25, May 31, 1955. 
The Honorable Sipney R. YATEs, 
House of Representatives, 
Washington 25, D. C. 


Dear Mr. Yates: In his testimony before your committee on May 23, 1955, 
Mr. H. C. Erskine promised to advise you regarding the method by which the 
Director of the Aluminum and Magnesium Division was chosen. 

A task group of prime producers and nonintegrated fabricators jointly recom- 
mended that the directorship be supplied in rotation by the three prime producers 
and that the Deputy Director be chosen from the nonintegrated group. 

To date those recommendations have been satisfactory, but are not necessarily 
controlling. In fact, there has been a Director from the nonintegrated group 
as well as another that acted in that capacity. 

We believe the foregoing will complete the testimony on that point. 


CuaAs F. HONEYWELL, 
Administrator. 
Mr. Arnon. In advising the Department of Commerce and ODM 
you do have industry advisory committees? 
Mr. Erskine. Yes, sir. 
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Mr. Arnoip. And who are the representatives on these committees ? 

Mr. Erskine. They are quite lengthy. I do not remember them all. 

Mr. Arnotp. Do you have representatives of the nonintegrated 
users who are official members of advisory committees ? 

Mr. Erskine. Well, we have several committees. There is the 
Industry Advisory Committee of the prime producers. There is ¢ 
similar committee of pr ime products, 

Mr. Arnoip. On the prime—— 

Mr. Erskine. There is another committee of smelters. 

Mr. Arnoip. On the prime producers, is it not correct that under 
this Executive order referred to in the morning, the Bureau of Mines, 
in the Department of the Interior, is in charge of discussing and pro- 
posing plans for expansions? 

Mr. Ersxtne. So I understood this morning, yes, sir. 

Mr. Arnotp. Their function is really—their paramount function is 
in the field of production, primary production, correct ? 

Mr. Erskine. I think so. 

Mr. Arnotp. And that would mean that your primary function 
would be in the field of distribution to the fabricators ? 

Mr. Erskine. That and priorities and allocations. 

Mr. Arnoxp. I beg your pardon ? 

Mr. Erskine. Priorities and allocations under the DSM system. 

Mr. Arnotp. The reason I phrase this question is because it appeared 
to my mind that you are representing a segment of the economy which 
is certainly not confined to the prime producers themselves. As a 
matter of fact they are a much smaller proportion of that phase of 
the aluminum economy. 

Mr. Erskine. That is right. 

Mr. Arnorp. Yet at the same time it is also my feeling that in 
accepting advice or in trying to discover what future demands will 
be you get most of your information only from the primary pro- 
ducers in their role as fabricators and not from nonintegrated 
fabricators. 

Mr. Erskine. No, sir, that is not true. We are in touch with all 
segments of the industry at all times. In fact, recently I have had 
an Industry Advisory Committee meeting with the smelters. 

We have been in touch with the secretary of the Extruders Council 
who testified here. 

We have been in touch with the secretary of the Die Casting 
Institute. 

We have been personally in touch with practically every member 
of the Advisory Committee on the prime producers. 

So that we feel that we have a good reading of the complete 
industry. 

And then last Friday we had the industry committee meeting of 
the prime producers. 

Mr. Arnotp. I think this is not classified information. Could you 
tell me very briefly what was the result of that meeting? 

Mr. Ersxrne. I cannot, sir, at this moment. They made a number 
of recommendations which we are at the moment evaluating. And 
when they are properly evaluated we will then make a recommenda- 
tion to Dr. Flemming through the Secretary of Commerce. 
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Mr. Arnoitp. About what time do you estimate it will be until you 
submit your recommendation or your report to the Secretary of 
Commerce ¢ 

Mr. Erskine. That is a little indefinite. I would say within prob- 
ably 10 days. 

Mr. Arnoip. You have taken up, have you not, and considered the 
users of secondary metal, secondary aluminum, and the effect of 
the export of scrap ? 

Mr. Erskine. Yes, sir. 

Mr. Arnou. And can you tell us briefly in chronology what you 
have done or what you have considered or what you have recom- 
mended in that respect ? 

Mr. Ersktne. When this matter came up in early March we dis- 
cussed that phase of it with all sections of the industry and later 
made a recommendation to the Operating Committee on Export Policy 
which is an interdepartmental committee working for and with the 
Department of Commerce. 

Mr. Arnoip. Would that be the Office of Export Supply ? 

Mr. Erskine. Export policy. We made a recommendation to that 
committee to curtail the exportation of aluminum scrap. 

The committee after deliberating and weighing our recommenda- 
tions chose not to accept our complete recommendation but did stipu- 
late a policy of a 9,000-ton quota for the second quarter. 

Mr. Arnoip. How many tons did you recommend ? 

Mr. Ersxtne. I would prefer to consider that as classified infor- 
mation. 

Mr. Arnoxp. I do not see how that could be classified. 

Mr. Snow. It was classified in the recommendation to the Secre- 
tary. 

Mr. Yates. The amount of the recommendation ? 

Mr. Snow. Yes. 

Mr. Arnorp. The actual amount which came out is not classified. 

Mr. Snow. The actual amount that came out of the classified is not 
classified because we did not make that, but the amount that we recom- 
mended to the Secreary was classified. 

Mr. Yates. Why is that classified, Mr. Snow ¢ 

Mr. Snow. It is policy, in the first place. It is instructions that 
come down to us that the information is to be classified. Any recom- 
mendations made out of the Division to the Secretary which goes 
further are classified. 

Mr. Yares. Are your suggestions or the amounts that you recom- 
mend to the Appropriations—are they considered classified, too ? 

Mr. Snow. That I do not know. I have nothing to do with appro- 
priations. 

Mr. Yates. Certainly, we ask the people on the Appropriations 
Committee the amount they ask the Secretary for, and they tell us. 
I do not know how important this particular figure is, but we have 
been receiving classified information, if you feel it should be classified. 

Mr. Snow. We will be very glad to give you that figure, to give it 
to the committee. 

Mr. Yates. All right. 

Mr. Arnotp. On these industry advisory committees and all of the 
other negotiations which went up to your recommendation that we 
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have the 150-million-pound release in the first half of the year, was it 
your understanding in the industry committee that the metal released 
woul | v0 tothe nonintegrated users ¢ 

Mr. Erskine. The consensus, I believe, of that group was that the 
noni teorated users should have priority. 

Mr. Arnotp. As a matter of fact, in your minutes—I take it is a 
matter of public record of the meeting—you state that the discussion 
was held that they were legally obligated to make all of that metal 
available to noninteerated user: is that not correct ¢ 

Mr. Erskine. I do not believe it says it that way,sir. I think it says 
the nonintegrated users have priority. That is my ethos iinaaa of it. 

Mr. Arnotp. In making your recommendations to Mr. Weeks which 
vou knew would go to Mr. Flemming, as members of the United States 
Government, it was your understanding that this metal would be 

nade available, at least, that the nonintegrated users would have 
rity on recelving o that met: al: is that correct ¢ 

Mir. Erskine. Yes, sir. 

Mir. Arnotp. Was Mr. Weeks informed of this fact—at least, did 
you convey to him that this is your understanding in making your 
rer ommendation 2 

Mr. Erskine. Yes, sil 

Mr. Arnotp. To your knowledge do you know whether Mr. Weeks 
conveyed that understanding to Mr. Flemming of ODM? 

Mir. Erskine. No, sir; I do not. I assume he did, but I do not 
know. 

Mr. Yates. Mr. Erskine, how long have you been in your present 
position § 
~ Mr. Erskrne. I was sworn in January 28. 

Mr. Yarrs. Of this year? 

Mir. Erskine. Yes, sir. 

Mr. Yares. Who was your predecessor ? 

Mr. Ersxive. Dr. George Perkins of Reynolds Metals Co. 

Mr. Yates. How long was he in that position ? 

Mr. Erskine. Six months. 

Mr. Yates. Is it a6 months’ rotation 2 

Mr. Erskine. Six months’ rotation; yes, sir. 

Mr. Yares. Do you know who had it before Dr. Perkins ? 

Mr. Erskine. Yes, sir. Mr. Raymond Boyd of Kaiser. 

Mr. Y ATES, And was it your group that made the recommendation 
to Dr. Flemming or maybe estimate to Dr. Flemming of the con- 
sumption of aluminum hone eeable this year ? 

Mr. Erskine. Yes, si 

Mr. Yarrs. How dlid i ’ happen that it was missed so—it was missed 
ar, Was it not I should ask that first. 

Mr. Erskine. Which time? 

Mr. Yarrs. Name your time. 

Mr. Erskine. It was missed several times. 

Mr. Yares. How did you arrive at your estimate ? 

Mr. Ersxine. We arrived at it prine ‘ipally from figures that we have 
of shipments over the last vear and the first part of this year, con- 
sulting with principally the primary producers, because they are the 
only ones that would have the overall feel and asked them in com- 
parison with the last quarter of last year what would be their esti- 
mate of shipments for the four quarters of this year. 
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We collected those estimates from the three producers, read into 


them some further information that we had, and came up with what 
we thought would be a formal demand sapdises year; And that turned 
out to be approximately 250 million pou hort, if the stockpile 
took what we ‘xpected it to take and if the cunts continued at the 
rate of last cua 

Mr. Yarres. Where were vour estimates wrong—I mean, what de- 


velopments caused this error in your calculation / 

Mr. Ersxtne. Well, to put it this way we estimated that the ship- 
ments for the first quarter would be 875 million pounds. Now they 
turned out to have been 939 million pounds which went far and above 
anything anyone could foresee as far as total shipments within the 
industry. 


oa : “or d . ’ : ‘ a! 
sir. IATES. \\ hat caused it have you veeh able to gure oul lS 
] 


this due to an expansion of housing, due to an expansion of other 
Industries Have you had bigger takes by the automobile industry / 
What is it that brought the additional consumption / 

Mr. Erskine. It 1s a number of things. It would be developed 
from the building industry, the automobile industry—a number of 
new uses that are coming into play at all times, and just a general 
increase in the demand. 

Mr. Yares. Do the primary producers benefit in times of shortag 

Mr. Erxsxrxe. Do they benefit ? 

Mr. Yares. In times of shortage for the fabricators? 

Mr. Erskine. I would say not. 

Mr. Yates. Do the primary producers cut down on their own sup- 
plies in addition to cutting in the same proportion as they cut down 
in the supplies of independent fabricators, in other words, do they 
make a pro rata cut to themselves as well as to their customers ? 

Mr. Erskine. Perhaps I can better answer that this way by saying 
that the prime producers this year are delivering a far greater per- 
centage increase to the nonintegrated users than they are for their 
own consumption. 

Mr. Yarrs. You mean in aluminum? 

Mr. Erskine. Yes, sir. 

Mr. Arnoup. They are delivering more in 1955 than they delivered 
in 1954 to the nonintegrated users ? 

=a Erskine. Oh, yes; much more. If you want to take the figures 
for the first 9 months of last year the nonintegrated users were 
seelied an average of 32 million pounds per month. 

Mr. Yates. This just does not make sense to us, for the reason that 
the letters that we have received from extruders, from fabricators, 
from smelters indicate a cut down of the orders by the primary pro- 
ducers to them. They cannot get any metal. The second, or the 
third and fourth quarters at all. 

Mr. Erskine. Of course the reason for that is that the producers 
very seldom open their books that far ahead at any time. And there 
are very few companies, I believe, who are getting less metal than they 
got last year. And if there are there is probably some extenuating 
circumstance for it. 

Mr. Arnotp. I would like to bring to your attention—I was tabu- 
iating the survey taken by this committee of some 300 people—the 
fact that we received almost 100 answers and of those 100 answers I 
would say that 80 people had serious cutbacks from their 1954 pro- 
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duction. ‘This isa serious matter, because apparently our information 
is different from yours. None of us have the complete picture. 

Mr. Erskine. Would that be true if you took out shipments from 
Alcan? 

Mr. Arnotp. I beg your pardon? 

Mr. Erskine. Would that be true if you took out shipments from 
Alean ? 

Mr. Arnotp. Yes, the Alcan production is being cut back, too. 

Mr. Erskine. There is some discrepancy somewhere, because as I 
say for last year, the first 9 months of last year, the nonintegrated com- 
panies received an average of 32 million pounds per month. 

Mr. Arnoip. Of course, one difficulty—— 

Mr. Erskine. Right now they are getting an average of better than 
50 million pounds a month. 

Mr. Arnoitp. We do not know who is getting it, in other words, by 
our definition of nonintegrated user, one person "could get all of it 
and the other people could get none of it and still have a so-called in- 
crease in the amount given. 

Mr. Ersk1ne. gues is true: yes. 

Mr. Yares. You are referring to them as a class? 

Mr. Erskine. The | industry I am t: ilking about. 

Mr. Yares. Mr. Katz from New York, who testified last week, 
stated that he could not get any aluminum the last part of this year, 

nd may have had the amount of aluminum that he got last year, and 
the comparable amount switched over to General Motors or to another 
so-called independent, might he not ? 

Mr. Erskine. It could be, but not likely. 

Mr. Yates. Why not likely ? 

Mr. Ersktne. Because the companies do not in general treat the 
customers that way. 

Mr. Yates. The incongruous part of it is that you tell us the inde- 
pendents are getting so much more than they got last year. 

Mr. Ersxrtne. That is right. 

Mr. Yares. And yet the independents tell us that they are getting 
so much less. I assume that the independents who are getting more 
are not writing to us—maybe that is the answer—while those who are 
not getting it are writing to us. 

If what you say is true, why should not those who received it last 
vear be getting a comparable amount this year? 

Mr. Erskine. I do not know. I would assume that most of them 
were. 

As I say, there are some of them that say that they cannot get com- 
mitments for the third and fourth quarters. I think that is probably 
true, but it does not mean that they will not get metal in the third 
and fourth quarters. 

Mr. Yates. Has the fabricating or have the fabricating operations 
of the primary producers increased this year over last year ? 

Mr. Ersxrne. Very little, if any. I cannot think of any. If there 
is, it is very little expansion in the fabricating units of the prime pro- 
ducers. 

We can develop those figures for you, but is not very much. There 
is some in forgings where the big companies have put in these big 
presses. 
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Mr. Yates. Are there more fabricators in the industry this year 
than last year ? 

Mr. Erskine. I would say so; yes. 

Mr. Yates. Do you have any idea as to how m: iny more ? 

Mr. Erskine. No, I do not. There are a number of them that have 
added equipment. Extruders, for instance, many of them have added 
presses. 

Mr. Yates. But those who have testified before us and who ee 
added presses have said they are getting less than they got last yea 
even with one press. So the fact that they are exp: nding: their opera- 
tion does not necessarily mean that the amount that they are getting 
is attributable to the expansion of their operations. They are not 
getting as much as they got when they had smaller capacity. 

Mr. Erskine. There have been very few such cases that have come 
to our attention. 

Mr. Arnotp. How would these cases come to your attention, just 
by individual complaints—how do you get your information upon 
which to develop your policy and recommendation ? 

Mr. ERsKINE. Any complaints that are brought into us, either by 
individual companies or through their trade associations, and also 
from the Congressmen 

Mr. Arnotp. You remember we had a discussion about 3 weeks 
ago, approximately, and you told me at that time that you felt this 
was just a scare situation, and we all should sit tight until May and 
the situation would be taken care of—do you recall that conversation ? 

Mr. Erskine. Yes; we did think that at one time. 

Mr. Arnotp. Where did you get that information—where did you 
get the information from which you drew that conclusion—was it 
the primary producers ? 

Mr. Erskine. It was a matter of opinion that I gathered from 
talking to many people, and it was wrong. 

Mr. Arnoitp. Again, were you talking to the primary producers 
or talking to some of the people that the committee has been talking 
about; a lot of the nonintegrated users ? 

Mr. Erskine. We were talking to everybody. 

Mr. Arnotp. And everybody felt 2 or 3 weeks ago that this was 
just a scare situation ? 

Mr. Erskine. No, no, not 2 or 3 weeks ago. 

Mr. Yates. February 16, 2 months ago it was supposed to be a 
flash condition. 

Mr. Erskine. That is right. 

Mr. Yares. At that time your committee recommended to the Sec- 
retary of Commerce for recommendation to ODM that 25,000 tons 
be diverted from delivery to the stockpile at this time, to be made up 
later in the year. 

Mr. Erskine. No, sir. That was not done by the Department of 
Commerce. 

Mr. Yates. Who was it done by? 

Mr. Erskine. It was done by a group of representatives from the 
prime producers that met independently with Dr. Flemming. I was 
present only as an observer. 

Mr. Yares. Was it done directly by the recommendation of the 
Department of Commerce? 

Mr. Ersxrn. No, sir. 
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Mr. Yares. What was your recommendation—did you make any ¢ 

Mr. Erskine. Not at that time, no, sir. 

Mr. Yares. Have you made any recommendations about the diver- 
sion of the 75.000 tons ? 

Mr. Erskine. Yes, sir. Subsequent to that meeting of February 
it came to our attention then eh it the situation was becoming muc h 
more serious than we had anticipated and I took steps to call a meeting 
of the industry advisory committee. 

Mr. Yarrs. When was this? 

Mr. Erskine. Or the producers, which was held on March 7. Sub- 
sequent to that meeting we made our recommendations to Dr. Flem- 
mine. and on which he acted and gave the diversion of 75,000 tons for 
the first half, with the understanding that it would be reviewed on 
yr" before June 1. 

Mr. Yares. At that time did you ask that 125.000 tons be deferred 
or only 75.000 4 

Mr. Ersxrne. That is not clear to me at the moment. We con- 
sidered the 250, but I do not remember whether we actually made 
the recommendation of the 250 million for the year or not. I seem 
to remember that we made the recommendation of 150 million for 
the first half, with the understanding that it would be reviewed 
a meeting that we had set for May 24 and later changed to May 

Mr. Yares. On February 16 you thought you did not have a con- 
dition, and then on March 7 you sudde nly realized that the industry 
was booming é 

Mr. Erskine. We knew it was booming before that. but again to 
realize that we were getting into serious trouble and it did not take 
very long after February 16 to find out—— 

Mr. Yares. Where is the trouble now—who is using it if you are 
making more av: iilable to the integrated users and the prime producers 
are using more themselves—who 1s the trouble with ? 

Mr. Erskine. The people that you are talking about that are com- 
plaining to you are also complaining to us that they could not get 
enough metal. 

Mr. Yarrs. Were they not complaining earlier in the year? 

Mr. Erskine. I beg your pardon. 

Mr. Yarrs. Were they not complaining to you early in the year? 

Mr. Erskine. Yes, sir, they were. But ut that time we figured 
that there would be enough available, and as soon as this so-called 
scare buying went by there would be plenty of metal. It turned out 
to be less scare buying than we anticipated. 

Mr. Yarrs. Mr. Erskine, do you believe that the capacity to pro- 
duce aluminum in our country should ae 

Mr. Erskine. I could not answer that. 

Mr. Yarrs. Is it not your province—are you not supposed to answer 
that in the Department of Commerce? Who has to answer that in 
your agency ¢ 

Mr. Erskine. We have enough capacity to supply the civilian 
demands. 

Mr. Yarrs. Why then do we have a shortage? 

Mr. Erskine. Because of the stockpile situation. 

Mr. Yares. The stockpile has been with us for how long now—5 
year They started to buy in 1950, did they not, to the amount that 
the Vv hi: ave now ? 
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Mr. Erskine. Not enough to make any difference until 1955, | 
believe it was. 

Mr. Yates. Do we have enough capacity to deal with the economy, 
if we had to supply aluminum for both the stockpile and the civilian 
economy / : 

Mr. Ersktne. That would depend on how much they want for the 
stockpile. 

Mr. Yarres. We know what the demands are now, do we not, we have 
the stockpile? I mean, your agency knows what the amount requested 
for the stockpile was this year, does it not ? 

Mr. Erskine. We know what they expected to call, yes, sir. 

Mr. Yares. That is a pretty substantial amount. 

Has Dr. Flemming indicated to you that a comparable amount will 
be called next year? 

Mr. Erskine. No, sir 

Mr. Yares. Mr. Harris, does it look like you will be calling for 2 
substantial amount next year? 

Mr. Harrts. Those figures are available to the Department of Com 
merce. You have those figures. You have got our schedule for 1955, 
1956, and 1957. * 

Mr. Yares. Dr. Flemming testified this morning that he had a 
schedule worked out through 1958, did he not? Has that been made 
available to the Department of Commerce ? 

Mr. Harris. I am not sure about that, Mr. Chairman. I do know 
that we have made available to them schedules for 1955, 1956, and 1957. 

Actually, that was made a point of discussion in connection with the 
Industry Advisory Committee meeting on January 28. 

Mr. Yares. So that the Department is advised of the amount that 
ODM thinks the stockpile ought to buy during those years ? 

Mr. Harris. Certainly, through 1957. 

Mr. Yares. They are in rather substantial portions, are they not / 

Mr. Harris. Yes. 

Mr. Yares. Do you think we have to expand our capacity—I return 
to that question’ Certainly, the capacity we have is not adequate to 
take care of Dr. Flemming’s requirements for the stockpile and our 
civilian economy, is it? 

Mr. Erskine. At the moment, no. 

Mr. Yates. Will it be sufficient next year, if you calculate what 
Dr. Flemming wants for his stockpile and the foreseeable demands 
of our civilian economy ? 

Mr. Ersxrne. We estimated that if the stockpile call next year 
were to be as indicated to us that we would about break even next year 
with the increased facilities coming in. 

Mr. Yares. What increase in facilities are coming in next year? 

Mr. Ersxrne. Sixty-five thousand tons by Alcoa and some smal! 
increases by the other producers, as well as increases of imports from 
Canada and, also, plus the fact that that will generate more scrap. 
And Anaconda, of course, comes in this summer ‘which will be in full 
swing by next year. 

Mr. Yares. Is there anything classified in the figures showing the 
total capacity of the aluminum “industry in our country ¢ 

Mr. Erskine. No, sir. 

Mr. Yates. What is that capacity ? 
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Mr. Erskine. I have some figures here that I will give you, but off- 
hand I will say that the estimated total metal availability for 1955 
is—would you rather have it in tons? 

Mr. Yares. Either way. 

Mr. Erskine. Is 2,162,000 tons. We have estimated for 1956 that 
it will be 2,316,000 tons. 

Mr. Yates. When in 1956 is this, at the end of the year? 

Mr. Erskine. That is the total metal for the entire year. 

Mr. Yares. This is December 31, 1956? 

Mr. Erskine. Yes, sir. 

Mr. Yates. Does this take into account the Alcan production ? 

Mr. Erskine. It takes into account some increased imports from 
there, but not their increased capacity, no. It contemplates an in- 
crease in imports from Canada, from 221,000 tons to 283,000 tons. 

Mr. Arnoup. That is the result of the escalator clause in the con- 
tract between Kaiser and Alcoa and Alcan, is it not? 

Mr. Erskine. I believe so, largely. 

Mr. ArNoup. So all of that increased import will be going to Kaiser 
and Alcoa? 

Mr. Erskrne. I believe I so testified, ves. 

Mr. Yares. I take it from these figures that you do not believe there 
should be an increase in capacity ? 

Mr. Erskine. My personal opinion is that it does not seem at the 
moment that it will be necessary. 

Mr. Yarrs. Even though we have this current shortage. How are 
we going to take care of our civilian industry ? 

Mr. Erskine. Well, as I said, if we get enough metal relieved from 
the stoc kpile call this year to meet the demands that we estimate that 
from then on we will have enough capacity to equal the demand, in- 
cluding what we know the stockpile call was to have been. 

Mr. Yares. We do know that the stockpile has a program of pur- 
chasing aluminum into 1958. In the event that you get relief from 
what you say is relief from the stockpile demand, that program will 
then be extended into 1960 or 1961 or 1962, will it not? 

Mr. Erskine. Not necessarily, sir. 

Mr. Yares. Dr. Flemming said so this morning. 

Mr. Sueenan. Not once when they get their poundage up. 

Mr. Yares. If there is a diversion, as he is suggesting—this year 
there is an attempted diversion of up to now of 75,000 tons, and we do 
not know whether the industry will require more aluminum later this 
year—they may ask for an additional diversion from the stockpile— 
the ‘y may ask for a diversion from next year’s amount—and Dr. Flem- 
ming did testify this morning that if there is this diversion continued, 
the time for completing purchasing for the goal of the stockpile will 
be extended until 1960 or 1961. Was that not right, Mr. Harris? 

Mr. Harris. I think that is substantially correct, Mr. Chairman, 
depending on the extent of the diversion. 

Mr. Yares. And depending, too, upon the amount that you think is 
necessary for stockpiling which is a variable, depending upon condi- 
tions as they exist from time to time. 

Mr. Harris. Yes. 

Mr. Yares. What do we do about our small fabricators who cannot 
get aluminum, take it out of the stockpile—is that the only alternative ? 
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Mr. Erskine. I think that our recommendation will probably be 
that we will ask for further diversions from the stockpile for the third 
quarter, which if granted would be enough—whatever they determine 
it to be—that would be enough to meet the demand and satisfy every- 
body, and the producers have told me this, that they have told me the 
amount of metal that they would make available to the nonintegrated 
through the third quarter and that, I assure you, would take care of 
all of the demands. 

Mr. Yates. What about the policy of exporting scrap? Did your 
group consider that ? 

Mr. Erskine. In this meeting last week ? 

Mr. Yates. Yes. 

Mr. Erskine. Yes, sir. They recommended, as did the Smelters 
Advisory Committee recommend, that the export of scrap be limited 
to 1 million pounds a month. 

Mr. Yates. This has been transmitted to Secretary Weeks ? 

Mr. Erskine. Not yet. That comes up before the committee in June. 
It will apply to the third quarter. 

The situation, of course, might next year revert to what we had in 
1954 at which time there will be plenty of metal and the producers 
would probably be glad to supply extra amounts to the stockpile. 

Mr. Arnotp. That is a good situation, though, is it not? The situ- 
ation we had in 1954, would that not be a good thing for the industry 
to have a slight condition of oversupply ? 

Mr. Erskine. Nobody liked it last year, including the nonintegrated, 
because they got every pound they wanted last year and nobody was 
satisfied. 

Mr. Arnorp. They prefer it to this year, do they not? 

Mr. Ersxtne. No; nobody would prefer it. 

Mr. Arnoip. This year when they are receiving less, and have to 
close down as some say, in June, and last year when 

Mr. Erskrne. Everybody is unhappy this year because they cannot 
maybe get enough metal, but they are not as unhappy as they were 
last year when they could not get enough business to keep their plants 
running. 

Mr. Sueenan. And this year they are making money. 

Mr. Erskine. Last year they were not. 

Mr. Arnowp. Probably that made them competitive and they went 
out to find business and they did find system. That was a very good 
thing for our economy in 1954, was it not ? 

Mr. Erskine. Sure. 

Mr. Arnon. If anything, we should certainly be more afraid of a 
condition of scarcity than a condition of oversupply, would that not 
be correct ? 

Mr. Erskine. Will you repeat that, please? 

Mr. Arnop. So far as our free-enterprise economy is concerned, the 
free-enterprise economy is going to function much better with a slight 
condition of oversupply than with a slight condition of scarcity; 
don’t you agree? 

Mr. Erskine. You have more competition in oversupply than you 
do in short supply, in other words? 

Mr. ArNnotp. Yes, sir. 

Mr. Ersxtne. That is true. 
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Mr. Arnowp. You develop new uses and new markets ? 

Mr. Erskine. It always works that way. 

Mr. Arnoip. Oversupply forces market expansion ? 

Mr. Erskine. That is correct. 

Mr. SHeeHan. Mr. Erskine, have you any figures in your Depart- 
ment of Commerce to show what the yearly usage is of the extruders? 
We understand that they went from 7 extr uders in 1947 or 1948 to over 
100 now. What percentage of the aluminum output are they using? 

Mr. Erskine. We can cet that figure. Whether we have it here I 
am not sure. The nonintegrated extruders in the first quarter shipped 
89 million pounds. 

Mr. Sueenan. The first quarter of this year? 

Mr. Erskine. Yes, sir. 

Mr. SuHeeHan. Against what of last year? 

Mr. Erskine. 1954 was 278 million pounds. To be exact, the first 
was 89,409,000 pounds. For 1954, they shipped 278,315,000 pounds. 

Mr. SHEEHAN. Let us get the comparable basis. Have you figures 
on what they shipped in the first quarter of last year? 

Mr. Erskine. No, sir, I do not have it by quarters for last year. 

Mr. Sueenan. In other words, if we took roughly one-fourth of 
that, assuming that it was even the year around, there would be 70 
million pounds for 1954 as against 89 million pounds for 1955? 

Mr. Erskine. Pretty near 30 percent increase. 

Mr. Sueenan. In other words, the extruders are getting more ? 

Mr. Erskine. No question about it, the extruders so far are shipping 
30 percent more than they did last year. 

Mr. SHeenan. I might say that I am inclined to agree with you. 
I do not know what testimony the letters have shown, but my memory 
of the extruders who testified before our committee here was that their 
complaint was mostly that they put in new presses and new equip- 
ment and they cannot get enough aluminum to run the investment that 
they have made. 

Mr. Erskine. Sure. 

Mr. SHEEHAN. So, therefore, it seems to me, just looking at it 
coldly the extruders have, over the last 4 or 5 or 10 years, been going 
ahead by leaps and bounds and are taking a much greater bite out of 
the aluminum production than ever before in their history ? 

Mr. Erskine. That is right. 

Mr. SHEEHAN. So somebody has to suffer. 

I would also like to get your reaction along Mr. Arnold’s and Mr. 
Yates’ line of questioning. It seems to me that by 1957 or 1958 we 
should have our stockpile in pretty good condition. If the aluminum 
producers are going to put in a lot of new facilities in order to take 
care of the next 2 or 3 years’ stockpile needs they will come into 1958 
with a tremendous oversupply of aluminum once we quit buying for 
the stockpile. Is that not right? 

Mr. Erskine. That is right. 

Mr. SHeewan. Then the question that they have to decide as busi- 
nessmen is, whether they want to invest a great amount of money in 

order to get the stockpile in shape for 2 or 3 years, and then worry 
forever what they will do with their excess aluminum production. 
Is that right? 
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Mr. Ersnine. Yes, sir; that becomes quite a problem to anyone 
considering going into the production of primary metal. 

Mr. Surenan. In other words, the problem comes back to the 
Office of Defense Mobilization, because when I asked the General Serv- 
ices Administration this morning who put the stop on the expanding 
third round of expansion, they stated that the ODM did. It seems 
to me that as businessmen, they should certainly be very reluctant 
to invest huge sums of money in aluminum facilities to meet the 
stockpile for 2 or 3 years, and then sit with those facilities and worry 
about where they are going to sell their output. Also, unless they 
receive adequate protection from the Government, their own stock- 
holders and board of directors would question their business judgment 
very much if they did proceed with a program like that. Do you 
agree with those conclusions? 

Mr. Ersxrne. I do, and that has happened. 

Mr. Yates. As a matter of fact, does not your expanded facilities 
contract require the Government to take a certain amount of produc- 
tion? Do not your producers have contracts lith the Government 
which requires the Government to buy a certain amount? 

Mr. Ersxrine. I am not familiar with those contracts. 

Mr. Yates. Do you know that, Mr. Harris? 

Mr. Harris. That is correct ; that is correct. 

Mr. Yates. They are substantial amounts, are they not? 

Mr. Harris. Yes. 

Mr. Sueenan. I think that the Government has to take the unused 
quantities only on that second round expansion of 600,000 tons. 

Mr. Yates. That is true. In connection with the sale of those 
facilities to Kaiser and Alcoa and to Reynolds, contracts were entered 
into which would require the Government to buy a certain amount of 
aluminum to make sure that there was a need for the expansion, at 
the time of the expansion of these facilities. 

Mr. SHeeHan. However, the Government takes only the unused 
production of the expanded facilities. And the original production 
that the aluminum companies had before the second-round expansion, 
which is substantially greater than the 600,000-ton second-round ex- 
pansion, so that even though the Government might take the unused 
portion of that 600,000 tons, the original investors are still left with 
the greaest bulk of the produtcion to dispose of as best they can. 

r. Yates. Yes, sir; they are poor fellows today. 

Mr. SHeeHan. That might be today, but we have to realize, too, 
from the standpoint of seeking justice that in 1954 they were all in 
tough shape trying to dispose of their products. I certainly want 
to be sympathetic to the businessman who has problems, because if 
there was a shortage of 6 months I cannot crucify him. 

Mr. Ersk1ne. Their further expansion now, of course, would fill 
up your stockpile with supply contracts that much faster. 

Mr. Sueenan. That is right. 

Mr. Erskine. So that your goal would be achieved that much sooner 
and leave that much capacity available more than is needed. And 
people will contemplate a long time before they would increase on 
that basis. 

Mr. Yates. How much money did Reynolds lose in 1954? 

Mr. Erskine. I do not know. 
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Mr. Yates. How much money did Alcoa lose in 1954 ¢ 

Mr. Erskine. They did not lose any money. 

Mr. Yates. How much money did Kaiser lose in 1954 at a time 
when presumably you had an ov ersupply of aluminum ? 

Mr. Erskine. They did not lose any last year. 

Mr. SHEEHAN. What does that prove? 

Mr. Yates. I think the figures speak for themselves. You are 
speaking about the fact that “they have to worry about something. 
It seems to me that we have to worry more about the inability of non- 
fabricators to get aluminum than we have to worry about a question 
of oversupply at the present time. 

It seems to me that we have got a Nation and a national economy 
that is expanding, and we have to give it the right to expand. Meas- 
ures that straightjac ‘ket our fabricators and small-business men are 
not desirable, so far as I am concerned. And I think that where plans 
are being made with established congressional policy to stockpile 
strategic “and critical metal over a period of years that is going to 
be with us for some time, it seems to me less than wise to think in 
terms of not expanding where there is a tremendous civilian demand 
for it. And I just do not see any of these companies that are engaged 
in the business losing money. 

Do you know of any year that Alcoa did not make money; do you 
remember? How long had vou been with Alcoa ? 

Mr. Erxstne. Thirty-five years. 

Mr. Yares. Do you know any year that they did not make money ? 

Mr. Erskine. Yes; I think I can remember several. 

Mr. SueenHan. Do you want to tell him what the price of their 
stock was in 1932 or 19332 They did not make any money then. 

Mr. Yates. I do not know whether they ve or not. You have been 
with them for 35 years. Out of the 55 years, how many years did 
they not make money ? 

Mr. Erskine. I do not know. The percentage is small. 

Mr. Yates. Very small? 

Mr. Ersxrne. It has been a growing business. 

Mr. Yares. It is still growing. 

Mr. Erskine. It is still growing, we hope, but I would like to add 
at this point, Mr. Chairman, that the objective of the Aluminum- 
Magnesium Division of BDSA is to do what they can to see to it that 
every segment of the industry gets enough metal to work on. 

Mr. Yates. How can they ¢ 

Mr. Erskine. We are seeking information to the best of our ability, 
to recommend to Mr. F lemming that we can get enough metal to 
see to it that all segments of the ‘industry ¢ can operate at the capacity 
that they choose. 

Mr. Yates. What estimate did you give Mr. Flemming of the con- 
sumption of the Nation in aluminum “for 1955? Was it your shop 
that furnished him with the estimate as to what American industry 
would consume during 1955? 

Mr. Erskine. Yes, sir. 

Mr. Yates. What estimate did you give him? 

Mr. Ersxtne. In March we gave him a figure of 1,750,000 tons. 

Mr. Yares. What figure did you give him in January? 

Mr. Ersktne. We did not give him one in January. 
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Mr. Yates. In March, that was the first figure that you gave him? 

Mr. Erskine. Yes. 

Mr. Yates. He predicated his first purchase for the stockpile on 
the figure that you gave him? So he testified this morning. 

Mr. Ersk1ne. That is right. 

Mr. Yates. Have you revised your estimate as to what the con- 
sumption will be of aluminum ? 

Mr. Erskine. We are going to, as a result of these meetings that 
we have had. We have not done it yet. 

Mr. Yates. It looks like it will be 

Mr. Erskine. It will be more than that; you can figure. 

Mr. Yates. We will be more than that, we know, by at least 75,000 
tons. 

Mr. Erskine. Approximately. You have got 939 million pounds 
for shipments for the first quarter. For the four quarters, my opinion 
offhand at the moment is that it would not be quite four times that, 
but it will not be too far from it, providing enough metal is made 
available, 

Mr. Yates. In other words, your first estimate was about 50 or 60 
percent under what it should have been based upon what the current 
demand shows? 

Mr. Erskine. How much? 

Mr. Yates. About 50 percent—no, more than that. 

Was the figure that you have given us as estimated that it would be 
1 million? 

Mr. Erskine. We first gave him 

Mr. SHEEHAN. Five percent was their amount of error. 

Mr. Erskine. If you will pardon me for a moment. I am used to 
talking in millions of pounds. 

We gave them in March 3,500,000,000 and now we are going to come 
up with 3 5700,000,000. What is that? That is about 4 or 5 percent. 
That is the only difference. 

Mr. SuHeenan. The estimated figure for the first quarter which you 
gave to our committee was 875 million pounds, and you found that ‘the 
actual shipments were 939 million, which is only 5 percent error. 

Mr. Erskine. That is right. 

Mr. Yates. What is this 1,750,000? 

Mr. Erskine. That is tons. I went back to millions because I have 
been used to talking millions of pounds. 

Mr. Yares. That is the reason I got caught. 

Are there any further questions? 

Mr. Surenan. I would like to proceed a little bit on this expansion 
program. 

It was testified before our committee this morning, I believe, that 
it would take approximately 2 years to put new production facilities 
into production from the time the decision is made until we get the 
aluminum from the plants. Do you know enough about it to know if 
that is approximately right? 

Mr. Ersxryr. I would have to have a lot more facts before I could 
answer that definitely. 

Mr. SHeetian. Assuming that the gentleman said 2 years, is that 
ebout right? Then we had another gentleman testify here from Can- 
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ada, who stated that, in his opinion, the problem in the United States 
for future aluminum expansion was waterpower. 

Mr. Erskine. May I answer it this way ? 

Alcoa announced in February that they would expand 3 lines in 
their 2 plants in Texas. They will be operating within less than 15 
months; rather, within a year of the time they announced. 

There was a plant existing and operating, where by adding lines 
they could get it in 12 months. 

If you were to go out now in a new location it would take you any- 
where from 2 years up, depending on what arrangements would have 
to be built for power; if gas were available, as some of these plants use 
in Texas, it is a question of building engines in your plant and getting 
your pot lines going, and that could probably be done within 2 years. 

If you are going to burn lignite to generate power, maybe that is a 
2-year deal. 

If you get into tremendous hydroelectric development, that could 
go from 2 years, up to most any figure that you want to take, depend- 
ing on the size and magnitude of the operation. 

Mr. Surrnan. Would you hazard a guess, then, for the benefit of 
the committee, as to what you feel should be the program of expansion, 
or whether there should be one or not? 

Mr. Ersxrne. At this moment, Mr. Sheehan, I am not equipped to 
answer that question. 

Mr. SueenHan. I am talking outside of normal expansion—all com- 
panies expand as they grow, putting forth a greater effort to increase 
the total production in a country; say, one-third or one-half or one- 
fourth, which would require great investment. 

Mr. Ersxrtne. One would have to know more what the stockpile re- 
quirements are, before I would want to hazard a guess on that. 

Mr. Sueenan. Let us assume that the stockpile requirements are all 
met within 3 years. 

Mr. Ersxine. A personal opinion would be that I do not think it 
would be more than a normal expansion at this time that would be 
warranted. 

Mr. SHeenan. That is all. 

Mr. Yates. Did your committee make any other recommendations 
than that the nonintegrated fabricators should get the amount that 
they need from the stockpile, and that the export of scrap should be 
limited to 1 million pounds a month? 

Mr. Ersxine. No, sir; that is all. 

Mr. Yates. There was no request to the primary producers to divert 
a portion of the material they use themselves? 

Mr. Erskine. No, sir. 

Mr. Yates. Who in the Department of Commerce would have the 
responsibility of determining the question of policy as to whether or 
not a recommendation should be made to expand the aluminum in- 
dustry ? 

Mr. Ersxrne. As I understand from testimony, that was delegated 
to the Interior. 

Mr Yates. To the Interior? 

Mr. Ersxrne. Yes. 

Mr. Yates. Does the Department of Commerce have any function 
in this at all? 
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Mr. Ersxine. Not that Iam familiar with. 

Mr. Arnotp. Will you now put on your Government hat, as op- 
posed to your Alcoa hat. I want to ask, do you figure that it would 
good for the aluminum industry if we had a broader base of primary 
aluminum producers in the United States ? 

Mr. Erskine. A broader base ? 

Mr. Arnotp. Additional producers, instead of three primary pro- 
ducers. Do you think it would be a good thing and a healthy thing 
for the industry and the American economy if we had, say, 5 or 6—or 
as many firms as possible—producing primary aluminum ? 

Mr. Ersxine. I do not think that there would be any harm in it, 
certainly. Anyone that chooses to invest their money and go into it, 
I see no objection to it. 

Mr. Yates. Thank you, Mr. Erskine, Mr. Snow, and Mr. Bailkin. 

The commitee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 5 p. m., the subcommittee recessed, to convene at 
10 a.m., Tuesday, May 24, 1955.) 
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TUESDAY, MAY 24, 1955 


House or REPRESENTATIVES, 
SuBCOMMITTEE No. 3 OF THE SELECT COMMITTEE 
To Conpucr A Stupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D. C. 


The subcommittee met, pursuant to recess, at 10 a. m., in room 362, 
House Office Building, Washington, D. C., Hon. Sidney R. Yates 
(chairman of the subcommittee) presiding. 

Present: Representatives Yates and Sheehan. 

Also present : George L. Arnold, Irving Maness, subcommittee coun- 
sel; Katherine C. Blackburn, Clarence D. Everett, staff members; 
and Victor P. Dalmas, assistant to minority members. 

Mr. Yates. The hearing will come to order. 

The first witness to appear before the committee is Mr. Richard S. 
Reynolds, Jr., who is president of Reynolds Metal Co. 

The committee will be delighted to hear your statement, Mr. Rey- 
nolds. 


STATEMENT OF RICHARD S. REYNOLDS, JR., PRESIDENT, REYNOLDS 
METALS CO., ACCOMPANIED BY MAXWELL CASKIE, ASSISTANT 
VICE PRESIDENT, REYNOLDS METALS C0., AND SIDNEY BLUMEN- 
REICH 


Mr. Reynotps. Mr. Chairman and gentlemen, I am Richard S. Rey- 
nolds, Jr., president of the Reynolds Metals Co. 

I represent the Reynolds Metals Co. 

Your chairman, by letter of May 13, requested that a representa- 
tive of our company be here to testify before this subcommittee on 
May 19. Although ready to testify on that date, my appearance 
was rescheduled for today, May 24, when it became necessary for the 
subcommittee to cancel its morning meeting on May 19. I am pleased 
to cooperate with this subcommittee and to thank you for the oppor- 
tunity provided. 

Your chairman’s letter also requested that certain information be 
delivered to this subcommittee by May 19 and that we supply you 
with, or advise you regarding the time required in the gathering of, 
certain other information. This has been done. 

If it is in accordance with this subcommittee’s procedure, I should 
like to make a brief statement prior to giving such testimony as you 
may wish. 
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Mr. Yates. You may proceed. 

Mr. Reynoxps. Thank you. 

I understand that the purpose of this inquiry is to investigate the 
reasons why the small aluminum fabricator cannot get t all of the 
aluminum he wants now—and what the long-range prospects of sup- 
ply for such fabricators will be. 

Let me say at the outset that all fabricators, large and small, inte- 
grated or nonintegrated, currently want more aluminum. The fabri- 
cating plants of our company are not getting the metal they need. 
Each of our plant managers and our sales managers is struggling with 
this problem of tight supply. 

Basically, there is no current shortage of aluminum production 
capacity. There is currently a shortage of aluminum available for 
fabrication. 

In 1954, the total supply of aluminum in the United States exceeded 
4 billion pounds. Total shipments for every purpose—other than 
deliveries to the Government stockpile—approximated 3. billion 
pounds. In the first 9 months of 1954, all fabricators got all the metal 
they could use or want. 

In 1954 there was more metal than we could sell, in other words. 

Why has this condition changed from surplus to shortage so 
quickly ? 

Primary production in this country during the past year has been 
rising steadily to an amount which is now in excess of 3 billion pounds 
a year. 

Imports from all sources, however, which averaged 120 million 
pounds each quarter in the first 3 quarters of 1954, “dropped in the 
fourth quarter to 67 million pounds. 

Scrap exports, which totaled 9 million pounds in 1953, increased to 
78 million pounds in 1954. 

Meantime, shipments of aluminum for all purposes other than the 
Government stockpile suddenly increased within the past 6 months 
from an annual rate of 3 billion pounds in 1954 to an annual rate of 
about 3.8 billion pounds. 

Now, it has been the practice of the Government to consult with the 
industry on the probable demand in setting up Government stockpile 
delivery schedules for future months. It is clear now that these opin- 
ions underestimated the strength of aluminum demand, at least for 
the first 6 months of 1955. In response to strong urgings by ingot 
producers and others in the industry, the Government, in recognition 
of this condition, has given on two separate occasions some relief from 
stockpile shipments. As it turned out, however, not enough alumi- 
num was so released and, therefore, current demand for all purposes 
exceeds supply. 

The decline in imports, the increase in scrap exports, and the under- 
estimation of the tremendous, almost overnight, demand which, in 
turn, had its influence on stockpile schedules, have brought about this 
present condition of shortages. The answer to any immediate in- 
crease in supplies which would relieve the current. situation must, of 
necessity, be found in the scheduling of the stockpile purchases. In 
determining these requirements, the Government gives consideration 
to probable commercial demand, as well as to its defense needs. Some 


adjustment has already been made in recognition of this condition. 
More is required. 
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I would like to tell you briefly how the Reynolds Metals Co. con- 
ducts its business and how it serves the markets and its customers. 

Let me say, first, that there is to my mind a sustained misconception 
in some quarters about our company’s operations. Reynolds Metals 
Co. is primarily a fabricator of aluminum. We always have been. 
Our primary reason for producing pig was to provide our own fabri- 
ating plants with raw material. 

For many years prior to World War II, we were a fabricator of 
aluminum, not a producer of metal. 

In 1941, after first assuring itself of adequate supplies of raw 
material, such as bauxite, eryolite, and so forth, on a long-term basis, 
it began to produce a part of its own aluminum fabricating require- 
ments. After World War II, it added substantially to both produc- 
tion and fabricating facilities. It would not have done one without 
the other, and be prudent. 

In connection with the Government’s acceptance of our bid on the 
Troutdale pig reduction plant in 1946, the War Assets Administra- 
tion stated in its report to the Congress in 1947: 

The principal factor in the leasing of the plant to Reynolds was that com- 
pany’s shortage of sufficient aluminum production facilities to permit it to 
supply the needs of its owned and leased fabricating facilities. 

In other words, the purpose that the Government had in leasing 
us this plant was specifically to provide raw materials for our own 
fabricating plants, recognizing that we could not lease the fabricating 
plants unless we had an assured source of supply of metal. There- 
fore, it was not contemplated that any of this metal would be sold 
to outside users. There was no need at the time. There was then 
thought to be a big overabundance of aluminum, but we thought it 
was prudent to assure ourselves of a source of aluminum supply and, 
therefore, we leased the fabricating plants and we also leased the 
producing plants. 

I just put that in as an explanation. 

Mr. Arnotp. Was not one of the purposes certainly, a long-range 
ime in Government in giving you this type of aid, which it did, 
eginning in 1941, to provide a broader base of primary producers 
in the United States? 

Mr. Reynotps. No, of competition I will say. Their purpose was 
to provide an integrated competitor, as later I will read down here 
in my statement. I will come to a quote from the Government that 
that was their purpose in establishing a strong integrated producer, 
not as a supplier of metal to other people. 

Mr. Yates. Are you not saying the same thing he said, a broader 
base, which I would assume to mean more competitors, in the alumi- 
num industry ? 

Mr. Reynoxps. I think that he meant ingot and pig, though; did 
you not? 

Mr. ArNoxp. I meant a broader base of primary producers of ingot 
and pig. 

Mr. Reynoxps. Not to supply the people. Of course, we would 
only supply our own fabricators, and thereby release the requirement 
that we had been using from Alcoa, and they in turn could go ahead 
and sell that to other people. In that regard it was releasing and 
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increasing the supply, but not that we should sell—not that Reynolds 
Metals should sell pig and ingot to other producers. 

Being one of the larger users, we would make our own supply, 
thereby rele pasing material to other fabricators. 

Mr. Yates. Do I understand your contention correctly that the 
purpose of at ‘least on the Government’s side in selling you producing 
facilities was to permit you to engage as a competitor with Alcoa 
as a fabricator, rather than as a supplier? 

Mr. Reynotps. May I read this again, sir? 

Mr. Yates. Of course you may. 

Mr. Reynotps. This is a quote from the War Assets Administration 
report to Congress in 1947, and I quote: 

The principal factor in the leasing of the plant to Reynolds was that company’s 
shortage of sufficient aluminum production facilities— 
that is pig-producing facilities— 
to permit to supply the needs of its owned— 
that is our own plants— 
and leased fabricating facilities. 


In other words, the idea was to supplement our supply of metal. 
That was the reason they leased that to us, and they so stated, when 
they leased the Troutdale plant; also, the Jones Mill, but this is a 
quote on the Troutdale plant. 

Mr. Yates. I think it perhaps would be better to let Mr. Reynolds 
finish his statement, in the view of the fact that he has some other 
quotes that he is going to refer to subsequently in the statement, 
rather than discussing it now. 

Mr. Rreynoxps. I would love to discuss this point, because it is a hot 
issue and has been for a long time with us. We have been misun- 
derstood. We will put it that way. 

Mr. Yates. Perhaps that is right, but I think that you stated that 
you were going to refer in greater detail in your statement later to 
those things, and we ought to have that before we perhaps start 
discussing it. 

Mr. Reynotps. Yes, Mr. Chairman. 

Every effort of the Government in those days was directed toward 
the encouragement of the integrated fabricator producer. The Attor- 
ney General, in 1 his 1 report on surplus war plants in 1945, stated: 


The most promising source of competition today is Reynolds Metals Co. It 
is the only company outside of Aleoa which is at all integrated from the mining 
of bauxite to the fabrication of finished products. 


Ife had previously referred to Reynolds as being handicapped be- 
cause only 35 percent of its fabricating capacity was integrated back 
through the ore. 

In other words, we could only supply 35 percent of our own demand 
at this time. 

In brief, there has never been any question but that Reynolds was 
primarily an integrated : fabricator of metal and that to serve the 
markets competitively w th sheet, rod, extrusion, and other mill prod- 
ucts, it was essential that we be integrated from the ore through 
the mill product. For it was basically the mill products—that our 
customers, the nonintegrated fabricators required. 
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Since World War II, and because we were integrated, Reynolds 
became a source of some primary ingot as well as mill products for 
nonintegrated fabricators in order to provide a complete and balanced 
service. 

In other words, we decided that we would take metal, even though 
we needed it, and service independents, so that we could provide 
a customer with any type of material practically that he needed— 
almost any type. If one customer needed pig, and he needed sheet, 
and he needed extrusions and rod and so on, we would be in a position 
to provide that. So we did take a small amount, as you will see, ingot 
business in the years 1947 and 1949. 

In the 3 years, 1947-49, our ingot shipments averaged 33 million 
pounds a year. Shipments of all fabricated products by us of every 
kind were 362 million pounds a year—a percentage ratio of ingot to 
fabricated products of 9 percent. 

In other words, the years 1947 to 1949, we sold 9 percent of our 
production in the form of ingot. 

In 1954, our shipments of ingot, exclusive of those to the Govern- 
ment stockpile, were 160 million pounds. Fabricated products were 
419 million pounds—a ratio of ingot to fabricated of 38 percent. 

On the basis of first quarter 1955 shipments and again exclusive 
of deliveries to the stockpile, we are shipping ingot at a rate of 208 
million pounds a year, fabricated products at 496 million pounds a 
year—a ratio of 41 percent of ingot to fabricated shipments. 

Finally, I would tell you that based on 1955 first quarter shipments, 
only 56 percent of our total shipments out the door will leave us in 
the form of fabricated products. By contrast, you should know that 
our total fabricating capacity is sufficient to use all of the ingot which 
we are now producing. 

Shortly after Korea, the Government requested that the aluminum 
industry, whose capacity of primary ingot then stood at about 1 bil- 
lion 450 million pounds, double it to approximately 3 billion pounds 
to serve the needs of defense. This was done. 

Under the terms of the supply contracts entered into by the Gov- 
ernment and the producers, the Government had a 5-year option 
for all of this increased production for stockpiling purposes. Be- 
cause the Government did not know how much stockpiling they would 
be required to do over the 5-year period, the producers agr eed that 
in the distribution of metal they would offer to nonintegrated fabri- 

cators 6624 percent of the total production, from which amount was 
to be deducted the total purchased by the Government for the stock- 
pile during that period. 

What is ; Rey nolds Metals’ record as a supplier of pig to the market? 

I have previously told you that for the greater part of 1954 we 
were actively trying to sell more aluminum ] pig than the fabricators 
were then willing to buy. The shortage really began in October 
1954. Since that time and through June 1955 under the terms of the 
stockpile contracts, we are required to offer to the nonintegrated fab- 
ricators a maximum of 45 million pounds of pig. 

That is what we are required to do under the contract. Note that, 
if you will, please, 45 million pounds. 

Based upon shipments of pig already made to such fabricators and 
on the schedules set up, we will ship in this 9-month period—132 mil- 
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lion pounds. This is 87 million pounds in excess of the contractual 
requirement—nearly triple what the nonintegrated fabricator would 
get if we had adhered strictly to the terms of the contract. 

In other words, if we just stock to the Government contract, we 
would only have been required to ship 45 million pounds, as against 
132 million pounds. 

It is worth noting, too, that between the years 1950 and 1954, the 
nonintegrated fabricators have doubled their shipments. The alum- 
inum industry, as a whole, increased 25 percent. This substantially 
greater increase on the part of the nonintegrated fabricator must 
reflect a desire on the part of the aluminum producer to promote and 
service all types of expansion. 

Our company spent more than $6 million a year in advertising 
through m: gazines and broadcasting. We do this not only to promote 
the use of aluminum but our programs are specificé ally beamed, in 
many cases, to promote the sale of our customers’ produc ts. 

On our television program and everything else we advertise our cus- 
tomers’ products, where they use aluminum. 

Contrary to some opinion, the great bulk of aluminum demand from 
the nonintegrated fabricator is in the form of mill products such as 
sheet, rod, and extrusions, not in the form of pig. We have, therefore, 
our commitments and our obligations to serve these mill-product 
customers just as we have the purchaser of pig. 

The Reynolds Metals Co. has consistently held to the view that the 
future of aluminum is so promising that we should support an 
aggressive program of expansion. 

In 1940, despite contrary opinion, we felt that there was a serious 
potential shortage of primary aluminum, and we thus became the first 
aluminum fabricator to enter the primary production field. 

At the close of World War IT, when there was practically no interest 
in maintaining and operating the surplus aluminum plants, we pur- 
sued an energetic policy of integrated plant acquisition and operation. 

I might say an energetic policy of promotion of sales of new types 
of aluminum products. 

Again in 1950, when there was considerable belief that aluminum 
was in adequate supply, we vigorously advocated a program of pig 
expansion at hearings and through paid advertisements in the 
newspapers. 

During the past year we have had discussions and correspondence 
with Government agencies in which we advocated a further expansion 
of aluminum production. 

In early January we wrote to Dr. Arthur Flemming, at the Office 
of Defense Mobilization, proposing a 66-million- pound expansion of 
our Listerhill, Ala., plant and suggesting further that stockpile deliv- 
eries be postponed in order to fill the gap caused by the withdrawal of 
foreign supplies. 

Construction of aluminum production facilities is a costly operation. 
Funds must be borrowed and the institutional lender must be reason- 
ably assured that the new facilities will be in continuing and profit- 
able use. 

IT am happy to tell you today that we have now arranged to proceed 
with construction of new reduction facilities having a capacity of 50 
million pounds a year. Our choice of location was Sheffield, Ala., as 
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an addition to our present plant. Tax legislation, however, under 
current discussion in the State is causing us to reconsider our decision 
with respect to location. Construction, however, will be undertaken 
promptly at a location to be decided upon in the immediate future. 

Mr. Yarers. Is that State tax legislation to which you refer? 

Mr. Reynotps. State tax legislation; yes, sir. 

Expansion of pig production i in the United States is, to my mind, 
the answer to the longer-range needs. Our company has assumed a 
major role in the dev elopment of ever-increasing aluminum capacity 
in this country. It will continue to do so. I have yet to see a com- 
mercial demand for a product that remains long unsatisfied. 

Mr. Yates. Thank you, Mr. Reynolds. You state on page 1 of your 
statement that there is no current shortage of aluminum production 
capacity; there is currently a shortage of aluminum available for 
fabrication. How do you draw the line there ? 

Mr. Rernorps. If the stockpile releases enough metal we do not 
think there is any shortage—the producers do not. 

Mr. Yares. What do we do about the stockpile—presumably the 
aluminum being the valuable metal that it is and needing as we do, 
in my judgment at least, the accumulation of the supply of this mate- 
rial, in the event of the outbreak of hostilities—it would seem the wise 
thing to do to continue to gather the material for such time as we may 
need it. 

Do you not agree with that ? 

Mr. Reynotps. Yes, Mr. Chairman. I certainly do agree with that. 
We have been advocates of the stockpile ever since we have been in 
the aluminum business. 

However, last year the stockpile received considerably more of 
aluminum than they wanted to call; in other words, a considerable 
amount of metal was put to the stockpile in excess of their wishes. 

Under our contracts we put metal to them. It is our suggestion 
that they at least release that metal that they took last year in excess 
of what they needed. I do not know what that was, of course, exactly, 
but nevertheless we must keep in mind that they did take more than 
they intended to last year or that they intended to call. They called 
for more stockpile than they had anticipated, due to the fact that 
the ingot could not be sold. 

Mr. Yates. What are the put and take provisions of your contract 
with the Government? Are they contained in this basic contract 
that we have whereby you bought the excess capacity plants? 

Mr. Reynotps. It is in the expansion that took place after Korea. 
It is in those supply contracts. They are supply contracts in which 
the Government has a call for stock, 100 percent for stockpile purposes. 

The producers have a right to sell to the Government stockpile what 
they are unable to sell otherwise from those facilities—only those 
facilities. I mean of that production—that amount of production. 

Mr. Yates. I was under the impression that the contract gave the 
Government the right to take 100 percent of the production. 

Mr. Reynotps. I said for stockpiling purposes. 

Mr. Yates. For stockpiling purposes. There is also a provision in 
there to the effect which divides the capacity really in three thirds— 
one third which may be retained by the aluminum producer; the re- 
maining two thirds to go to the Government for stockpiling purposes, 
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and in the event that the Government does not take the full two thirds, 
that portion which it does not take is to be allocated for the independent 
fabricators. 

Mr. Reynoxps. That is correct. 

Mr. Yares. The question was raised in our minds, therefore, as to 
whether or not the amounts diverted by Mr. F lemming from stockpile 
purchasing should not have been allocated to the independent fabri- 
cators 

Mr. Reynoitps. We more than allocated it, sir. 

Mr. Yares. I will be glad to hear your statement on that. I would 
just like to ask this question as a prelude to the statement that you are 
cvoing to make. 

The question that we were wondering about yesterday was whether 
or not Reynolds, Alcoa, and Kaiser—Alcoa really has made the metal 
available—whether Reynolds and Kaiser, having made previous com- 
mitments of that capacity, not only for their own purposes, but to the 
independent fabricators who are their customers prior to the time 
that Dr. Flemming ordered a diversion of the stockpile, whether or 
not Reynolds took that metal for its own purposes, rather than per- 
mitting them to go as an additional amount to the independent fabri- 
cators. Do you see the point Lam driving at? 

Mr. Reynotps. Yes, sir. 

Mr. Yates. We would like to hear your views on that. 

Mr. Reynorps. I will be delighted to answer that, if I may. Re- 
peated assertions have been made by witnesses that Alcoa distributed 
its stockpile relief metal to the nonintegrated fabricators, and that 
Reynol Is did not. This is not true. 

Here is what actually happened. 

Early this year, in January, when we saw how the demand was 
rising, I wrote Dr. Flemming, asking for immediate stockpile relief. 
We however gave our customers some of that relief immediately; in 
other words, we sold more than we had intended to before any action 
was taken by ODM. We took a calculated risk with the metal supply 
of our own plants in giving our cutomers such relief so early. 

Again in February my brother, David P. Reynolds, took the initia- 
tive in seeking stockpile relief. And again we acted on the tentative 
assurances we received at that time. 

Other producers followed a different pattern. 

Mr. Yates. May I interrupt you there? You say you had tenta- 
tive assurances at that time. Who gave you these tentative assurances ? 

Mr. Reynoxps. I will let Mr. Caskie answer that. He was there. I 
was not. Iam quoting from my brother. 

Mr. Casxtr. Mr. Yates, we had talked with Dr. Flemming and his 
organization for some time about the then impending shortage. 

Mr. Yates. Can you identify the period during which you were 
talking to Dr. Flemming? Mr. Reynolds has stated that he had 
written a letter in January. 

Mr. Caskre. Yes. 

Mr. Yarrs. Was this about the time that you were talking to Dr. 
Flemming, too ? 

Mr. Casktir. Yes, sir. I was talking at the somewhat lower level— 
as a matter of fact, I was talking w ith Mr. Harris who may recall our 
almost daily conversations, that we had about our then current situ- 
ation. 
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It was made clear to us by Mr. Harris that Dr. Flemming would per- 
haps be inclined to cut the stockpile calls if he could be shown—if we 
could demonstrate, that there was an actual and immediate shortage. 

Mr. Harris did not commit himself to that. He just simply gave me 
the statement of principles on which Dr. Flemming’s oflice had oper- 
ated in the past with other materials. 

This meeting that Mr. Reynolds spoke of where his brother David 
P. Reynolds appeared, on February 16, before Dr. Flemming. At 
that meeting Dr. Flemming agreed to cut the stockpile call in the 
second quarter and a temporary basis of 50 million pounds. 

Mr. Yarrs. Can you identify the date of that meeting / 

Mr. Casxie. February 16, 1955. 

Mr. Yares. Were any others there, other than Mr. David P. 
Reynolds? 

Mr. Casxkir. Yes, sir. That meeting was—Mr. Reynolds sought 
the meeting, made the appointment—he then asked Don Wilmot, 
vice president of Alcoa, and Mr. Rhoades, the vice president and 
general manager of Kaiser Aluminum & Chemical Co., to accompany 
him. They did. And I believe Mr. Erskine, of BDSA, also attended 
as an interested industry observer. I was not there, Mr. Yates, but 
it is my understanding that at that meeting Dr. Flemming stated 
that he would defer 50 million pounds of the second-quarter stockpile 
call, and that he would extend the date of delivery of that second- 
quarter call to August 31, 1955. 

That amounted to an additional 31 days in which we could deliver 
the second-quarter call, and made that much more metal available 
during that period. 

I presume those are the assurances that Mr. Reynolds speaks of, be- 
cause they did occur on February 16. 

Prior to that time we had received another bit of stockpile relief 
which was an extension of 30 days in the delivery of the first-quarter 
call. And Dr. Flemming reached that decision on February 1, and 
it was incorporated in a contract sent to us, as I recall it, on March 
11 by General Services Administration. In other words, that 30- 
day extension which made more metal available during the first 
quarter. 

Mr. Reynoxps. If the word “assurances” is too strong, let us say 
that we thought they were going to do it, which subsequently hap- 
pened. So we took a chance on delivering the metal. So I will not 
say that they gave us any assurances. 

Mr. Yates. We are trying to get the story. 

Mr. Reynorps. Let us change the word “assurances” to that we 
thought they were going to do it after conversations with them. That 
was our guess. It turned out to be a correct guess. 

Other producers followed a different pattern. We followed the 
pattern of releasing the metal immediately. They did not release 
such relief metal until relief was made official by ODM. Conse- 
quently, their time table of relief metal released meant an hour’s dif- 
ference sharply, but in both cases it went to nonintegrated fabricators. 

In our reply to our committee’s questionnaire, we spelled out in de- 
tail the nonintegrated fabricators, the fact that they are getting more 
than twice as much pig and ingot from us as the stockpile relief. And 
the General Services Administration contracts would make available 
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to them. In other words, if we had had Government allocation of 
metal—let us say Government-controlled—and we had lived strictly 
up to the contract, they would have received less than one-half that 
they are getting from us on a voluntary basis. 

Mr. Yares. I guess the issue really turns upon the amount that was 
set aside out of the diversion by Dr. Flemming, as to whether or not 
that particular amount was allocated. 

Alcoa, of course says it was using 55 million pounds for that. 

Mr. Reynotps. We cannot sell it twice. e cannot produce it 
twice. A pigisa pig. Wesold it when we thought we were going to 
get relief. During the same period our record is very good—it will 
continue to be good. We have more than exceeded the demands of the 
contract which were enforceable by the Government, right straight 
along. Unless they want to take it for the stockpile. 

Mr. Yates. Your point, then, is that you have already made that 
metal available to the independent fabricators ? 

Mr. Reynowps. We certainly have—not only that metal, but more 
metal. 

Mr. Yates. I would assume that more has gone, because you have 
your customers way over and beyond, to the amount that was made 
available under that. 

Mr. Reynowps. Pig and ingot customers—we made more than we 
were required available under the contract or the relief. 

Mr. Yates. The question is one of timing, in my opinion, more than 
anythingelse. Icansee your point. 

The only question that comes to my mind is whether or not you had 
made it available to your customers. 

Mr. ReyNnoxps. We did. 

Mr. Yates. Prior to the time that Dr. Flemming diverted shipment, 
and whether or not you really used the metal that came along as a 
result of the diversion for your own purposes, or whether you then 
made the new amount that Dr. Flemming made available—— 

Mr. Reynotps. The next time you can rest assured we will release 
it after we get some relief. We will not make that mistake again. 

Mr. Yates. I do not know that it is a mistake, really. I do not 
know that there is anyone to blame. 

Mr. Reynowws. We feel that we have been very good and have been 
criticized in the press and in other places as not having done our part. 
We feel that we have done more than our part. e think that is 
provable. 

So the next time, if we do get relief, then I think that we will com- 
ee 

r. Yates. You mean? 

a Reynoips. We will sell the metal when we get it, in other 
words. 

Mr. Yates. I was going to say whether you mean you were going 
to wait until Dr. ce diverts more metal from the stockpile 
before you make any available to the independent fabricators ? 

Mr. Reynoutps. Any that he is going to release; yes, sir. 

Mr. Yares. I see. 

Mr. Reynowps. We are going to make available what we have been 
making available. That is going on, whether or not we are obligated 
to continue to sell a fair amount of pig and ingot, but we are also 
obligated to treat our other customers with fairness. 
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Mr. Yates. I agree with you. 

Mr. Reynolds, Dr. Flemming testified yesterday that his estimates 
of the stockpile purchasing predicated upon estimates of consumption 
which industry representatives have given the Department of Com- 
merce and have been passed on to him I assume your company has a 
representative on that committee? 

r. Reynotps. Yes, sir. 

Mr. Yares. How does he happen to underestimate the amount, in 
your judgment? 

Mr. Reynotps. I think that people have been buying or trying to buy 
for inventory. That is one reason. 

The other is that, of course, we had no way of knowing how much 
metal was going to come into the country. 

We had to predicate those guesses on the metal that had been coming 
in and also on the amount of scrap that was going to be exported. We 
did not know that that was going to take place. 

So these other factors—one is, I think, that the industry is, of 
course, as the volume steps up, the inventories of necessity step up— 
but I also think that people are trying to build up their pipelines, we 
will call it. The other is that these was less metal came into the 
country than we estimated. The third is that more scrap went out 
of the country than we thought would. 

Those are the factors that we believe caused it. 

Mr. Yates. Would you say another factor is the tremendous in- 
crease in demand for aluminum ? 

Mr. Reynotps. That increases the requirement for the pipeline, as 
Isay. In other words, if you are going to sell 5 million pounds, you 
need more in the pipeline than if you are going to sell 2 million pounds. 

So consequently, you have to step up your inventory, and as the 
demand has gone up the pipeline fills up before the shipments come. 
This has been a filling up of the pipelines, to take care of what ex- 
pected demand in the next 3 mdnthe is. 

Mr. Yates. I am interested in your statement—— 

Mr. Reynotps. Am I clear on that? 

Mr. Yares (continuing). In which you point out that the Govern- 
ment was interested in the encouragement of the integrated fabricator 
producer, and for that reason, you being interested in the same end— 
inasmuch as you wanted to protect your fabrication by getting your 
own source of supply—that essentially, I think, is the problem with 
which this committee is concerned. 

We have, I guess, hundreds of aluminum fabricators in the country 
today who just do not have their sources of supply and are dependent 
upon Reynolds and Kaiser and Alcoa. They are experiencing, many 
of them, pretty hard times now in their ability to get the metal, not 
only to build the plants that they have but which will permit them 
to expand. 

How can such a fabricating company compete with companies such 
as Alcoa and Reynolds and Kaiser yhat is there to be done? Have 
you any views on that? 

Mr. Reynoips. Mr. Yates, let me say what we did. We went into 
business. We were a fabricator. We were dependent upon a suppl 
from Alcoa. As we grew, we had to go in and produce our own metal. 

I do not think it is proper to put us in the class with Alcoa or 
Alcan, who, historically and since the founding of the industry, have 
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been pig suppliers. We have only been pig suppliers, really, since 
Korea. 

The small amount of pig that we sold prior to this last expansion 
was only as a favor to customers who wanted to round out the line. 
We were buying metal on balance. We bought from Canada, and 
from other European sources whenever we could, and we bought 
scrap. 

We never have had enough to fill our own fabricating plants. 

We came along at the request of the Government, have agreed to sell 
a certain amount—most of our future expansion—although we could 
use it ourselves, because the Government asked us to do so. We are 
not in the same category as Alcoa and Alcan. 

Mr. Yates. Did not the Government really put you in the pig 
business ? 

Mr. Reynotps. No; they did not put us in the pig business. We 
borrowed the money from RFC. We went into business with our 
own credit. The Government has been paid back every bit of money, 
plus. They have been over 52 percent partner on the $40 million, or 
whatever it is, that they loaned us. They have gotten back all their 
money, plus interest, plus the earnings in the ae of taxes. The 
Government is more than a 52-percent partner, as you know, in this 
business. 

Mr. Yares. I think that is all right. 

Mr. Reynotps. May I say this: That the Government helped us— 
they furnished the first money—they furnished the first money, I re- 
peat. They loaned us that on very severe terms. We had to mortgage 
every piece of property that the Reynolds Metal Co. had, that is, to 
get it. It was sufficient for the loan. The loan was always fully 
mortgaged. RFC was fully protected by all of the assets and good 
earnings that our company had had for many years. 

So I do not say that the Government did us any great favor. I 
know that it is continually said that the Government put you in busi- 
ness. The Governemnt loaned us money, yes, because no banker 
believed we could make it. 

Mr. Yates. The story that I have received is that the Government 
sold you an aluminum-producing plant for something like 32 cents 
on the dollar. 

Mr. Reynotps. They sold it. It is almost 40 percent. However, 
the Government put those plants out to five or six hundred other 
people. We were the highest bidder. Anybody else could have bought 
it, and some had a lot more money than we did. 

Mr. Yates. Did you want to ask a question ? 

Mr. Arnotp. What is the present appraisal value of the plants that 
you purchased from the Government at the so-called 32 or 40 cents on 
the dollar ? 

Mr. Reynotps. I do not know. Their depreciated value is not any 
greater than that, of course. If you mean their replacement value, 
that is quite another thing, but their depreciated value is no greater 
than we paid for it by now. Those plants are old now. 

Mr. Arnotp. After you nicimaed the Government plants at what 
I would consider a very low price, were you able to get poe 
financing upon a greater dollar value than on 32 cents on the dollar, let 
us say ? 

Mr. Reynotps. No, no. 
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Mr. ArNnotp. My question is this—— 

Mr. Reynotps. No, no; we were not able to get it. We did not do 
any financing until the Korean thing came along. That was to make 
new expansion, at the request of the Government. We did not do any 
financing. 

Mr. Arnotp. That is all. 

Mr. Reynotps. The only financing that we have done, Mr. Arnold, 
is what was done at the request of the Government that we expand our 
fabricating facilities when the Korean emergency arose. Then we 
went to the insurance company. 

Mr. Yares. The story that we get is that part of the reason for the 
Government selling you those plants at this lower figure was in order 
to put you into business as a competitor with Alcoa, in order to broaden 
the base of those who served the aluminum industry. 

Mr. Reynotps. May I read you again the purposes that the Govern- 
ment had, so stated, that the let us Rate the plants for? 

Mr. Yates. You did not buy the plants in 1947. They leased them 
to you in 1947. 

Mr. Reynoutps. The purpose was the same thing. We had a 17-year 
lease, with an option. 

Mr. Yates. With an option to buy? 

Mr. Reynoxps. Yes; certainly. 

Mr. Yates. At what price? 

Mr. Reynotps. The option was higher, and we renegotiated it down. 
The option, as I recall, was higher. I do not know now, but we had 
an option to purchase. 

Mr. Yates. It seems to me that we are in a sort of controversy 
that is not directed to the purposes of the hearing, anyway. You 
really are not on trial, and we do not propose that you be on trial. 
We are trying to make the best of what is, at best, a very tight situa- 
tion at the moment. We have a problem of trying to find some way 
of taking care of a booming industry. 

Mr. Reynotps. The answer to that is further expansion of pro- 
ducing facilities. 

Mr. Yates. We had Mr. Erskine here yesterday, of BDSA, and he 
testified that in his personal opinion—he did not speak on behalf 
of the Department—he did not think that there was a need for 
increased capacity at the present time. 

I take it that you disagree with that ? 

Mr. Reynoxps. I do not say that immediately. There is plenty 
of aluminum, but in a few years, 2, 3, 4 years, there will not be. It 
takes 2 or 3 or 4 years to build a plant. Consequently, you have got 
to get ready for the future jennie, ahead of it. 

Mr. Yates. You do not have enough capacity at the present time—— 

Mr. Reynotps. Yes. 

Mr. Yates. Let me finish my question. 

You do not have enough capacity at the present time to take care 
of the needs of the stockpile and the civilian economy; do you? 

Mr. Reynotps. It is according to how much the stockpile wants. 

Mr. Yares. We had Dr. Flemming testify yesterday, stating that, 
based upon preseint purchasing, the requirements of the stockpile 
will not be camrpieted: until about 1958. I assume, therefore, that 
the stockpile will be buying the same amount, about, that it has 
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requested from the producers during this year and during the latter 
part of last year. 

If this is true, do we have enough capacity ? 

Mr. Reynowps. Well, no. I would say that temporarily—tem- 
porarily, mind you—if the stockpile continues at the rate without the 
relief that the producers have asked, there will continue to be a 
shortage for the next 6 months. 

Mr. Yates. For 6 months only ? 

Mr. Reyno.ps. I cannot see that this boom is going to keep on 
forever, and the pipelines get filled up. That is my opinion. 

Mr. Yates. Are you not really, in great measure, reaping the 
harvest of all of your efforts toward promoting the aluminum in- 
dustry? You are talking here about spending millions of dollars 
for promoting Reynolds Metals and for promoting aluminum 
products. 

Mr. Reynotps. Right. 

Mr. Yates. People are turning to aluminum as a result of the 
efforts of all of your industry. If that be true, why should not the 
boom continue ? 

Mr. Reynotps. Well, I do not think—this is just my personal 
opinion 

Mr. Yares. That is what I am asking for. 

Mr. Reynotps. I do not think it can continue to go up and up, 
as it has been doing for the last 5 or 6 or 7 years. 

Mn Yates. Why do you feel that? Are you just scared about 
it? 

Mr. Reynotps. Everybody is too optimistic; let us put it that way. 
I think I am quoting Don Wilmot on that now. 

Mr. Yates. As I remember your statement here, that is a double 
take. As I remember your statement here, you sounded most opti- 
mistic for the future of the aluminum industry. 

Mr. Reynotps. I am very optimistic; and we are expanding. 

Mr. Yates. Why are you suddenly a pessimist ? 

Mr. Reynotps. I am not a pessimist at all, sir. I do think that 
there is enough aluminum, if the scrap, if the metal comes in here, 
as it probably is going to— 

Mr. Yates. If the metal comes in ? 

Mr. Reynoups (continuing). And the pipelines get filled up— 
people get an idea that there is a shortage and they all rush to buy at 
one time. They get an idea, as they did this time last year, and 
you could not sell them. Our mills were scheduled on a 2-week basis. 
We were running for stock this time last year. 

Now we have got a 3-month backlog. How do you account for 
that—just mental. 

Mr. Yates. That is what we are trying to find out. 

Mr. Reynotps. Just a mental quirk. They think metal is short 
again, and they get that idea, or they get an idea that there is too 
much. Last year they had an idea that there was too much. They 
had an idea that the price was going down. 

This year they have an idea, because the price did go up, that it 
might go up again, therefore they want to get all of the metal that 
they can get in the pipelines. 

I can give you all of the other reasons, but that is one of the big 
reasons. 


. 





ALUMINUM INDUSTRY 241 


Mr. Yates. Several independent fabricators testified that the reason 
they did not stock up last year was the fact that representatives from 
the Reynolds Co. and from Alcoa and from Kaiser told them that 
metal was in good supply and would be in sufficient supply during the 
year 1955—they could pines their orders and get all of the metal they 
wanted ; therefore they did not stock up. That was one of the reasons 
they did not stock up. 

Mr. ReyNoups. I would like to see one of those salesmen that told 
them that. [Laughter. ] 

Mr. Yates. What was his name—Mr. Katz? 

Mr. Reyrnotps. I would like you to mention the name of our sales- 
man that told him that, because he would not be around long enough. 

Mr. Casxie. May I make a statement on this thing? 

Mr. Reynolds has talked about the demand going up. Obviously, 
demand for aluminum has gone up. If you put it on a chart, it looks 
like a steady rise. Experience in this business has been, though, that 
demand does not follow that steady pattern. Demand is a very saw- 
tooth charted line. Demand has been very high recently. It is prob- 
ably going to go down sometime. At least, our experience has been 
that it always has gone down after one of these abrupt rises, but over 
the long pull it keeps coming up higher and higher. 

I think you and Mr. Reynolds were talking about the same thing 
in different terms. 

We all expect sometime some drop, even for a short period, in de- 
mand for aluminum, but over the long pull 

Mr. Yates. Whenever there has been a drop, it has only been for a 
short time; is that not true? 

Mr. Reynoxps. Yes. 


Mr. Yares. It has been going progressively forward ? 

Mr. Reynoxps. Yes; just like this—with a sawtooth. 

Mr. Yates. Almost like the natural-gas industry. 

Mr. Rernowps. I do not know what they sie hen doing. It cer- 
tainly has been going up. We think it will continue to do so. I do 


not mean to say [ am not optimistic. Our company will expand just 
as fast as we can get the money to expand. 

Mr. Yates. You have a conservative outlook. 

Mr. Reynotps. I think temporarily there is enough metal to go 
around. 

Mr. Yates. You say there is enough ? 

Mr. Reynotps. I think so. The stockpile is the answer to it, tem- 
ee. They got more than they wanted last year—more than they 
called for. As a matter of fact, we had trouble putting it to them last 
year. Isaid: “You watch, it will get short again, and then you will 
want it.” I told Dr. Flemming that in his own office. 

Mr. Yates. Do you not think that is a wonderful thing for you 
manufacturers, this short supply ¢ 

Mr. ReyNnoxps. I think it is wonderful. They got too much last 
year. Maybe they could level off the 2 years, and have their stockpile, 
instead of going this way—up and down—go at a level pace. 

Mr. Yares. I do not know that the Russians will let us wait 2 years. 

Mr. ReyNnotps. Well, if that is the case, then they ought to take it 
all, and to heck with it. I mean, if we are talking about the Rus- 
sians now. 

Mr. Yates. They have to strike a balance. 
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Mr. Reynotps. Let us put it all right in there. We will be glad 
to do that. 

Mr. Yates. The time may come. 

Mr. Reynotps. Not for one minute do we want it otherwise. 

Mr. Yares. That is the time that we fear, but the purpose of the 
stockpile is to make sure that we have enough metal for our security 
purposes. 

Mr. Reynotps. Yes. I am most certainly for that-—have been—and 
think it is the finest assurance that there possibly could be. 

Mr. Yates. You say that the shortage really began in October 1954? 
That is on page 5 of your statement. 

Mr. Reynotps. Yes, sir. 

Mr. Yates. If this is true, how do you reconcile the statement with 
the estimate that you producers gave to Dr. Flemming? 

Mr. Reynotps. Was it low? 

Mr. Yates. Yes; that the shortage began in 1954—then you must 
have anticipated that there would be a greater amount that was 
necessary. 

Mr. Reynotps. We underestimated for 3 reasons: One was the 
imports were not as much as we thought were coming in; second, was 
the export of scrap; the third reason we underestimated was the quick- 
ening of the demand—3 reasons. 

Mr. Yates. According to the American Metal Market of March 2, 
there is a statement that appears, that Alcoa reports aluminum 
supplies are plentiful. 

March 9, the same publication has an ad by Kaiser, which says: 


Amundant supply of aluminum for industry and independent fabricators. 


On August 20, 1954, ODM announced that it killed third round of 
aluminum expansion because supplies are ample. 

Those three reasons are the ones. 

Mr. Reyno.ps. I went to see Dr. Flemming after ODM put that out. 
I said that I did not think that was correct. 

Mr. Yates. August 20, 1954? 

Mr. Reynotps. In the fall—in October. 

Mr. Yates. You thought that we should continue the third round 
of expansion ? 

Mr. Reynoxps. I thought that they should not take that position 
in the Government. 

Mr. Yares. I do not understand. I have difficulty reconciling your 
views in this. 

In 1954 you said—you stated—that the Government should con- 
tinue its third round of expansion. Now I ask you whether. 

Mr. Reynotps. I did not say that. I did not say any third round. 
I said that the aluminum expansion should take place. I do not say 
that the Government should have a third round, or how it should be 
done. I merely say that the reason for that is—let us say you are 
going into a hydro proposition, that Aleoa wanted to go into in 
Alaska—it would take them 4 or 5 years to do it. 

Therefore, you have to look 4 or 5 years ahead. You cannot be 
thinking in 1954 that you are not going to need it in 1959, because 
you cannot get it. In this country we can do it in about 2 years, So 
they just cavalierly come out and say, “You are not going to need it.” 
I think they should reappraise it every few months, 
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Mr. Yates. A few minutes ago you stated—— 

Mr. Rernotps. Temporarily—that is right. 

Mr. Yates. You have not let me ask my question. 

You stated that you thought that we had adequate capacity? 

Mr. Reynotps. For the time being, I do think that. 

Mr. Yates. There is no time being, inasmuch as you have to look 
ahead for 4 or 5 years that you testified to; namely, you have to look 
for an additional capacity, do you not? 

Mr. Reynoxps. Right. 

Mr. Yates. And time to prepare for additional capacity ; that must 
be, of necessity, at the present time. 

Mr. Reynoxps. That is right. ; 

I do think there is enough metal for the present demand, but I 
think the demand is growing, and if we are going to catch up with 
it we have got to go and build these aluminum plants that have to 
be built. 

There are two factors we are talking about: 

One is the short-term outlook. I think there is enough metal for 
the short-term. 

I do not think there is enough metal for the long-term. 

Mr. Yates. So the industry is going to go forward and is going 
to expand ? 

Mr. Reynotps. I think it certainly will. 

Mr. Yates. So long as we have the stockpile with us there will be a 
shortage, will there not, depending on the call ? 

Mr. Reynowtps. Depending on the amount that they take for the 
stockpile. 

Mr. Yates. Mr. Reynolds, how does the price of aluminum influ- 
ence its use? Is it competitive with other metals, so that the price 
changes either up or down have a bearing on how much the market 
for aluminum is? 

Mr. Reynotps. In my opinion, the other metals are so far over- 
priced in comparison with aluminum that the small price increase— 
the changes that aluminum has had—have had no bearing on the 
market. 

Mr. Yates. The information we get is that Alcoa raised the price 
of metal in pig form about one-half cent a pound and on ingot about 
seven-tenths of a cent, back in October of last year. Did you follow 
suit in making those changes? 

Mr. Reyrnotps. Yes, sir. That is after our labor contracts, I think. 

Mr, Yates. Why did you follow suit in that? Is this the compe- 
tition in the aluminum industry, that all of the suppliers have to have 
the same price level ? 

Mr. Reynoxps. Well, actually, if you want my opinion on price, 
I think the price is too low. 

Mr. Yares. For aluminum? 

Mr. Reynotps. But we could not sell it at a higher price. 

Yes; I think it is too low. 

Mr. Yares. Would the other producers have a lower price? 

Mr. ReyNnoxps. That is correct. 

You know perfectly well we could not sell at a higher price. You 
might, temporarily, but then you would lose all of your customers. I 
think the price should be up, mind you, I think the price should be 
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higher. I have thought that ever since they had the controls on, 
when we testified before, I think, Dr. Steelman. We thought, our com- 
pany thought, that the price should be 22 cents. That was about 3 
years ago, was it not? 

Mr. Casxre. Yes. 

Mr. Yates. Instead of what? 

Mr. Reynotps. I have forgotten the price, but 2 or 3 cents under 
the market. I still think that the price of the metal is too low. 

Mr. Yates. How much should it be, then? 

Mr. Rernotps. I do not know—I do not know what it should be, 
but it should be more than it is. 

Mr. Yates. As I remember, having seen the financial statement of 
Reynolds, you fellows are making a pretty good income. 

Mr. _Reynowps. Did you look at the debt, sir? 

Mr. Yates. I looked at the debt, but you are still making enough 
money to cover the debt. 

Mr. Reynowps. Yes. 

Mr. Yares. All right. 

I thought it was a pretty good price, a pretty good structure, as I 
reviewed it. 

Mr. Reynotps. Let me tell you, also, my opinion why other people 
are not in business. 

Mr. Yates. What? 

Mr. Reynotps. Are not in the aluminum pig business—why they 
are not—the reason for it. The pay-out is too long. In other words, 
the investment is so great—the investment in dollars is so great—and 
the pay-out is so slow. In other words, the amount of money that 
they can make on the aluminum that they can invest in other things is 
much better, and they can make a bigger return. 

That is why, in my opinion, you only have 3 instead of 10 producers. 

Mr. Yates. How ee does it take to pay out ? 

Mr. Reynoxps. On just pig alone? 

Mr. Yates. Yes. 

Mr. Reynoxps. Well, under these amortization agreements, I would 
say—lI would have to get those figures for you, to be accurate, but I 
could tell you what it costs just to put in a ton from bauxite, trans- 
portation, and everything, all the way through—$1,500 a ton. That is 
twice as much, or more, than for steel. 

Consequently, there is not enough price in the pig to warrant some- 
body putting that money in, unless they are fully integrated 

Mr. Yates. There is no question but that the fabricating part of 
your business is the part that makes the money. 

Mr. Reynoxps. And it takes less investment. 

Mr. Yates. And takes less investment ? 

Mr. Reynoxps. Yes. 

Mr. Yates. And somebody has to supply the pig, though ? 

Mr. Reynoips. We were fabricators, sir. at is what we found 
out. We could not get enough from Alcoa. I do not blame them for 
not furnishing it. We kept on growing. That was because it cost 
too much to put these facilities in. Let us say that we had a few mil- 
lion dollars invested in plants, maybe 19 million or so dollars invested. 

The investment to produce the metal for those plants to fabricate— 
do not hold me to these figures exactly, but I would say—would be 
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in the neighborhood of $90 million or more. I would have to check 
those, but anyway it is a tremendous amount more you can put into 
fabricating facilities, but to go back and get the bauxite and the mines 
and all of these other raw materials, the fluorspar and the limestone 
and everything that goes in to make it up, there is a very small profit 
when you get to the pig. vie 

That is why you do not have more producers, in my opinion. That 
is another reason that I think that the price of pig should be higher. - 

Mr. Yates. Do you think the tariff on aluminum ought to be lifted ? 

Mr. Reynoxps. I do not think so, because particularly in the fabri- 
cating field—I do not think that the removal of the tariff would do 
irreparable damage to the three integrated companies, but I do think 
that the lowering of the tariff—— 

Mr. Yates. How would it damage the three integrated companies? 

Mr. Reynotps. Only in times when you have to shut down your 
plants, when there was not a market for the metal, but let me follow 
that up. I think that the tariff is necessary in the fabricating field. 
The very people that you are talking about, except I am not talking 
about the smelters that use scrap, but the sheet rollers, the floor rollers, 
the window makers, the metal could come in much cheaper, with labor 
at one-half or one-third of the price here from Eugland, from France, 


from Switzerland, from Norway—all of those places, and Canada, too, 
for that matter. 

They could ship those finished products in here, due to our labor 
rates, at a much cheaper price. I think they do need protection, much 
more than the basic producers need protection. But I think the whole 
industry for defense—and to keep it strong—should have some pro- 


tection ; yes, sir. ; 

Mr. Sieenan. Mr. Re nolds, I notice from your statement you say 
at the bottom of page 5 that you say Reynolds has shipped 87 million 
pounds in excess of the contract requirements, or nearly triple what 
the nonintegrated fabricators would get if they had adhered strictly 
to the terms of the contract. In other words, the industry as a whole 
has received more than their proportion of your production of the 
virgin aluminum ; is that right 

oLps. Yes, sir; under our contracts. 

Mr. Sueenan. One of the problems we are faced with in our com- 
mittee seems to me to be that we have only heard from a single seg- 
ment of the industry, the extruders, who have been complaining that 
they have not received their share of the metal, but, apparently, the 
industry as a whole has received more than their proportionate share. 
Is that correct? 

Mr. Reynotps. In my opinion, so have the extruders. I think they 
are more vocal than the others. 

Mr. Sueenan. In other words, you state that the extruders them- 
selves have gotten more than their proportionate share of the increase ? 

Mr. Reynoxps. I think the statement was made by one of the wit- 
nesses, ge because it has grown faster than some of the other groups. 

Mr. Suernan. That is one of the groups. 

Mr. Reynotps. It has _—— much faster. 

Mr. Surenan. Much ? 

Mr. Reynoups. Yes, sir. May I give you an illustration? These 
figures may not be exact, but they are within a percent or two. At the 
end of the war, I believe 1949—do not hold me to the exact year—we 
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had 30 percent of the extrusion capacity in this country. We pro- 
duced about 30 percent of the extrusions. I think our extrusion pro- 
duction, although in pounds it has gone up, is 11 percent. That may 
give you an indication of how the independents have grown. 

Now, I do not think that we can take care of all of their wants, but 
I do think that the industry has taken care of them very well indeed. 

I think one thing is that some of these press manufacturers are 
extremely good salesmen. 

Mr. Sueenan. Has price had anything todo withit? What I mean 
is where the extruders could get secondhand metal cheaper than the 
original virgin aluminum, did they buy as much material as they 
could get ? 

Mr. Reynotps. Those were the foundries. 

Mr. SHeeHan. The foundries? 

Mr. Reynotps. The foundries did that; yes, sir. Historically, they 
buy serap, but scrap went up above virgin. 

Mr. Sueenan. Therefore, the extruders who used to like to buy from 
the foundries 

Mr. Reynoups. May I say foundries, instead of extruders? 

Mr. Sueenan. But the foundries supply the extruders with a cer- 
tain amount of their material, do they not? 

Mr. Reynotps. I am not sure about that, sir. 

Mr. Caskir. We always have heard that the extrusion people, with 
the exception of some little extruders, where they knew what the 
alloy was, were predominantly primary metal users. That is our 
understanding. There may be some who have scrap arrangements, 
but generally speaking we understand they are primary users. 

Mr. Surenan. So, therefore, the price, if there was a price variation 
between the secondary and the primary, would not have had too much 
effect. in any event? 

Mr. Reynoxps. On the extruders, I do not believe so, but on the 
foundries, yes, the casting people. That isa big field. 

Mr. Surenan. In the testimony by the Government here yesterday, 
they brought out. the fact that they had concluded an arrangement 
with the Aluminum Comnany of America, Alcoa, on the basis of a 
new contract, and one of the terms was that the 55 million pounds of 
foregiveness in delivery to the stockpile was to be delivered to the 
nonintegrated producers, but they stated at the same time they were 
negotiating with you on that contract, and you just now said that you 
aready disposed of that. 

Mr. Reyno.ps. We have. 

Mr. SurenAn. Therefore, there would be no need for you to try 
to negotiate any further contracts with the Government on that, be- 
cause you do not have the material to negotiate with ? 

Mr. Reynotps. Not on that specifice—those specific pounds; that is 
right, but we have the next quarter coming up. 

Mr. Casxie. There is, also, Mr. Sheehan, this, we are engaged in 
negotiations with the Government on language to put into our con- 
tract which will fit our situation and will assure to the Government 
that this metal did go to the nonintegrated users. It is purely, as Mr. 
Yates has pointed out, a question of timing, of how we distributed 
the relief. I believe you recall Mr. Elliott stated yesterday that he 
felt that we would be able to work something out om which would 
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fit the circumstances of Reynolds Metals Co.’s case on the one hand, 
and somewhat similar cases on the other hand. 

As well as Alcoa’s case, which their first thought fit perfectly—— 

Mr. Surenan. Mr. Reynolds, in any business, when material is 
getting short you try and buy all you can, and you were talking about 
the pipeline situation. Would you want to give us your opinion as 
to how much of this scarcity has been occasioned by inventory and 
stocking up? a 

Mr. Reynotps. I could not give you an exact figure; let me just cite 
a thing here in this report. Iam looking for the figure. On page 2, 
sir, the third paragraph, it states that meantime shipments of alu- 
minum for all purposes, other than Government stockpile, suddenly 
increased within the past 6 months from an annual rate of 3 billion 
pounds in 1954 to an annual rate of 3,800 million. That 800-million- 
pound rate you have got to fill up the pipelines, before you can ship 
it. If the orders are coming in at that rate the people are going to 
order the metal faster, they are going to anticipate some of those 
orders. 

Mr. SueeHan. They may want to protect themselves by buying for 
inventory purposes. 

Mr. Reynotps. They can get it. If they can, that has quite a bear- 
ing, but it may be to fill the pipelines. I am not saying they are 
stocking for inventory, to speculate in the metal, but stocking metal 
to protect the orders they have, maybe. When you build that pipe- 
line—when you do that—that 800 million pounds has to get into the 
pipelines before it can get out. I think that is one of the things that 
1s causing the shortage at the moment. That is a tremendous amount 
of metal. ; 

Mr. Surenan. I asked for your opinion on how much of this may 
be going into inventory because of the question I had in mind. First 
of all, the aluminum goes into the pipeline and then to the compan 
that might be storing a certain amount of it for inventory. Althoug 
I am not aware of the information the committee has gathered from 
replies to the letters they have sent out, I would say from the testi- 
mony of the extruders who appeared here that it could be assumed 
the rest of the ee is in passable shape. 

Mr. Reynowps. Well, as I say, our own fabricating plants are not 
in such good shape. We need metal. I do not know exactly what 
the position of all of the other industry is, but I know that we are 
unable to fill sheet orders, foil orders, and so on, and many others. 

Mr. Sueenan. I was interested in your comments about the expan- 
sion program. In talking about an expansion program I assume that 
Reynolds, like Alcoa and Kaiser, are going into a normal expansion 
program on their own, is that not right? 

r. Reynoups. Yes, sir. 

Mr. SuHeewHan. In other words, you are providing for what you 
think in your business judgment is normal business expansion ? 

Mr. Reynoxips. We would expand more if we could afford to, sir. 
We are limited by funds—the great cost of going into it. We are 
going to undertake this expansion I mentioned here of 50 million 
pounds. It would be 200 million if we could afford it. 

Mr. SuHeeHan. Well then, assuming you are going to a normal ex- 
pansion program, let us say for the sake of argument that the stockpile 
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needs are met within 3 years. What would be your opinion as to the 
needs of the industry in 1958 or 1959, keeping in mind the normal 
expansion program you are going through plus the excess capacity 
you-have now? 

Mr. Reyrnotps. If the level of business stays the same as it is, I 
would say that it would well take up the amount that is going into 
the stockpile by that period, if business stays at the same level. 

Mr. Sueenan. Then in 1959 and 1960, would there be necessity for 
further expansion on an enlarged scale over and above what you are 
normally going to expand? 

Mr. Rreynotps. That would be our guess; yes, sir. 

Mr. SueeHan. How would you recommend that we take care of 
that expansion, by Government subsidization, or financing, or by nor- 
mal company operations like your own? 

Mr. Reynotps. I would much prefer to see it done by private financ- 
ing, certainly insofar as it can be done. 

Mr. SHeenan, I believe you stated that in your opinion the ex- 
truders are getting more than their share as of the present time. Is 
that right ? 

Mr. Tarsocne. That is my opinion, yes, sir. 

Mr. Smeenan. In 1951, 1952, 19538, and 1954, when they were 
going through their big expansion program of putting in new ex- 
truding mills, did they consult with your company as to future 
supplies, or things like that. 

r. Reynoups. I am not in charge of the sales, sir. I don’t know 
how many did and how many did not. Some did, I am sure. 

Mr. SHeeHan. The point I am getting at is, did they get into the 
business on the basis of trying to buy the cheapest they could and 
from whomever they could, and then when supplies got tight, did 
they try to go to one of you fellows to get the supplies furnished. 

Mr. Reynoips. Some of. them did that, and some came to us and 
talked about a supply. 

Mr. Sueenan. Are the other people—for instance, you are in the 
foil business, you make foil labels and things like that—— 

Mr. Rernoxps. Yes, sir. 

Mr. Sueenan. Are your competitors or people in a similar business, 
an adequate supply of aluminum ? 

ie Serace We have had to turn down orders lately. 

Mr. SueeHan. What do you mean by lately ? 

Mr. Reynotps. Within the last month. 

Mr. SueeHan. Within the last month. But up to that time they 
have experienced no real, serious difficulty ? 

Mr. Reynotps. I would say by and large that has been our 
experience. 

Mr. SueeHan. You also brought out the point that last year the 
Government bought more supplies for tccaaling than they had 
originally anticipated buying. 

Mr. Reynotps, Yes, sir. 

Mr. SueenAn. Then if they buy less this year than they had antici- 

ated buying, the stockpile will be in no worse shape than it would 
fave been under normal operations ? 

Mr. Reynotos. As to the amount, I don’t know. 

Mr. Sueenan. I am talking about America. 
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Mr. Reynotps. I don’t know what the amount would be. But to 
the extent that that is true, yes, to the extent that puts were made 
in addition to what they had planned on calling—in other words, 
they would call—Max, will you correct me on this if I am wrong— 
the Government would call for so much, and if we were unable to 
sell ingot in any form or fabricated products, we would go back to 
the Government and say, “We would like to sell you so much metal 
for the stockpile.” 

Is that correct? 

Mr. Casxte. That is correct. 

Mr. Reynotps. And I believe that all companies did that. 

Mr. Casxie. Right. 

Mr. Reynoxps. And therefore to this extent the Government made 
a call, and then the companies came back and said, “No, we would 
like to sell you more,” I think the stockpile was over-supplied last 
year. 

: Mr. Sueenan. Then if it is undersupplied this year by that same 
amount, they are still in the same relative position ? 

Mr. Reynoxps. I can’t say that there would be any difference in 
the procurement program. 

r. SHEEHAN. AVould you want to furnish the committee with the 
clr in pounds that you sold them over their original needs last 
year 

Mr. Casxie. I would have to furnish that later. I could do it this 
afternoon if you would like. 

Mr. Sueenan. If you would, because I think that might enable the 
committee to know whether the stockpiling program should be ac- 
celerated or held down. ; 

Mr. Casxte. I will have it here by 2 o’clock. 

9 re an That is all. . 

r. YATES. at proportion of your capacit s to stockpile? 
Mr. Reynoxps. I think that is reeieictedl: Pariah Pr 
Mr. Yates. I am not asking for amount, I am asking for per- 

centage. 

Mr. Sueenan. Everybody knows what they produce. 

Mr. Rernotps. I don’t mind telling you if you say it is not re- 
stricted, but they told me in the meeting that those figures were 
restricted. 

Mr. Yares. You can get it? 

Mr. Reynotps. Yes. 

Mr. Casxtn. I believe we gave you those—— 

Mr. Yares. No, not that figure. 

The reason I asked the question is because Mr. Reynolds has stated 
the stockpile has taken so much of your capacity, and I just wondered 
how much it was, if it is that aoe an amount, really. 

Mr. Reynolds, are you in the business of buying scrap, too? 

Mr. Reynotps. Yes, sir, we depend on scrap for considerable 
ar Y, H had diffi 

r. Yates. Have you any difficulty buying scrap? 
el enasiiwvernrsn, 

r. Yates. Have you buying it over the last year? 

Mr. Reynotps. I don’t know how much last vein: because we 
couldn’t sell ingot, but there wasn’t a great demand for it last year. 

Mr. Yares. There is quite a demand for it this year. 
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Mr. Reynotps. Well, quite a demand, yes. 

Mr. Yates. And you produce secondary metal from the scrap? 

Mr. Reynoups. Yes. 

Mr. Arnoitp. Mr. Reynolds, we have received from you detailed 
information in response to a letter from the committee which you 
asked to have held confidential. However, I would at this time like 
to ask you questions concerning the percentage and the amounts of 
your total supply that have been used in your fabricating plants or 
put in inventory to the percentage of the total supply that was given 
to nonintegrated users. I assume that is not in the nature of trade 
secrets and you would be willing to answer it. 

Mr. Reynotps. No; if I may answer it in this way, that it was never 
intended—and I quote again—that up until the expansion during the 
Korean emergency for us to sell pig by any of the Government con- 
tracts or any of the contracts prior to that. 

Mr. Arnoxp. I just want to ask you a few questions on specific 
figures. 

Mr. Reynotps. That is where we are different from Alcoa and Al- 
can; they have traditionally been pig suppliers. Up until Korea we 
only were trying to get enough metal for our own fabricating plant. 
We were one of these independent fabricators up until that point. 
We were trying to get in the status of making our own supply. So, 
consequently, I think your question—unless you asked how much we 
supplied for Korea expansion—I don’t mind, as long as I can make 
this explanation. 

Mr. Arnotp. These figures relate to your total supply, with no seg- 
regation between plants built pursuant to Government contracts and 
others. And now these figures show that in 1954 of this total supply 
you processed in your own fabricating plant, or added to inventory, 
55.6 percent. 

Mr. Casxre. We have our statistician here. Could we have him 
come up? 

Mr. Arnotp. Yes. 

Mr. Reynoxps. This is Mr. Blumenreich. 

Mr. Yates. We have already had the pleasure of meeting Mr. 
Blumenreich. 

But give your full name to the reporter for the record, Mr. Blumen- 
reich. 

Mr. Brumenretcu. My name is Sidney M. Blumenreich. 

Mr. Arnoxp. Now, in the first month of this year, in January, the 
percent of the total supply which was used by yourself in your own 
plant or in inventory again was 55.6 percent. 

Mr. Reynonps. Yes. 

Mr. Arnoxp. Or the same percentage as before the total supply of 
1954. Then, in February, the percent went up to 59.7. Then, Ce 
it went up to 62.3. In April it went up to 64 percent. In other words, 
since January, during this 4-month period, you have increased by 
about 9.4 percent your use of primary metal in your fabricating plant, 
or for inventory purposes. Mt the same time your figures show that 
in January of this year you supplied 19.4 percent of your total supply 
to nonintegrated users in primary form, pig, or ingot form, and in 
April you only supplied 20 percent. In other words, what I want to 
point out, and to get your opinion on, is that while you increased your 
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own consumption 9.6 percent, you allowed or had an increase in con- 
sumption of the nonintegrated users of only 0.6. 
r. Reynotps. You say nonintegrated users, meaning pig users? 

Mr. Arnoxp. Yes. 

Mr. Reynowps. Well, there are other non-integrated users, you 
know. 

Mr. Arnorp. Of course, we are primarily concerned about the pig 
at the present time. 

The other nonintegrated users—— 

Mr. Reynotps. I will answer that question. Up until January the 
business began to pick up. We were down last year. Our fabricating 
plants were not anywhere near filled. Volume began to pick up, as I 
said, in October, and it has continued to rise. We are only coming 
back to where the decline was. We had a decline in 1954 from 1953 
percentagewise. 

Now, we are coming back up as our fabricating plants fill up. 
That metal was not going to these people last year; it was going into 
the stockpile. On the puts that I was telling you about, we were put- 
ting in the stockpile metal that they did not call that now is coming 
back into our fabricating plants. 

Mr. Arnoip. Now, let me ask you this question: If early in Janu- 
ary you saw the needs of the nonintegrated users, and you did actu- 
ally make additional metal available to them, does that show up in 
these figures that I have just given you? In other words, the figures 
show that in January they were getting 19.4 percent; in February it 
was 20.9; and in March, 20.8; and in April, 20.0. 

Mr. Reynotps. That is for 1 month. Let’s get back to 1954. It 
was 16.8. ; 

Mr. Arnotp. That is not my question. My question is, if you have 
actually given this metal released by the stockpile to the nonintegrated 
users, why does that not show up in these figures here, why would 
not that result in greater percentage of your total production being 
given to nonintegrated users? 

Mr. Reynotps. I am going to let Mr. Blumenreich explain that, 
because he worked these figures up. 

Mr. Biumenreicu. Mr. Arnold, what happened is this: We have 
to really start back a little bit into the end of 1954. Beginning with 
October 1954 we had a marked increase in our shipments of pig and 
ingot to ingot customers. We continued at that very high level 

Mr, Arnon. To interrupt just a moment, was that made in antici- 
pation of the stockpile release? 

Mr. Reynowps. Not in October; no. 

Mr. Buumenreicu. We had a stockpile delivery contract which re- 
nee shipments against fourth-quarter call. By extending our 
shipments in the fourth quarter and by withdrawing from our inven- 
tories which had been built up slightly during 1954, we were able to 
reach a very high level of shipments to our ingot customers in the 
fourth quarter, and continued that level into January. 

By that time we were out of a position where we could further 
draw down our inventories. And so what happened after that was 
that in anticipation of the relief which was later granted on stockpile 
we were able to continue a high level of shipments. You see, our 
supply changed, first, from having the material come to us from the 
inventory, and then from stockpile. 

70669—56——17 
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Mr. Arnowp. In other words, your difficulties, then, began in the 
last quarter of 1954, and that didn’t have any relation to any antici- 
pation of the stockpile release. 

Mr. Reynotps. No, our difficulties didn’t begin then, it began to 
look like the metal was going to get short by that time. 

Mr. Arnotp. You made commitments in 1954 to nonintegrated 
users ? 

Mr. BLtumMenrReEICH. We took a higher level of ingot customers in the 
fourth quarters and then continued that high level into January only 
because we were able to get more metal as a result of the stockpile 
reductions. We anticipated before we could actually schedule those 
orders. 

Mr. Arnotp. In other words, the stockpile release didn’t get any 
additional metal, it just allowed you to keep a level of supply to non- 
integrated users that you had started in 1954? 

Mr. Buumenreicu. In the sense that, without the release we would 
have had to reduce it, because we couldn’t keep drawing on our in- 
ventories continuously. It did give us the ability to keep up the 
level. 

Mr. Arnotp. Now, Mr. Reynolds, could I ask a few questions? Go 
back to the price increase in 1954. Again, who was the first primary 
producer to raise the price? 

Mr. Reynotps. I think it was the Aluminum Co. 

Mr. Arnoxp. Did you yourself or any member of your company have 
any discussions with the other primary producers in relation to the 
price rise ¢ 

Mr. Reynotps. No, sir. 

Mr. Arnotp. You had no discussions whatsoever ? 

Mr. Reynotps. No, sir. 

Mr. Arnotp. And you didn’t talk to anybody concerning the price? 

Mr. Reynotps. No, sir. 

Mr. Arnotp. Did you talk to the Government, or did you have any 
correspondence with the Government concering the reasons, at least 
your company’s reasons, for the price increase ¢ 

Mr. Reynotps. In 1954, no. We stated, as I say, back when metal 
was controlled, we submitted a brief stating why we thought that the 
price ought to be 22 cents. And, we have never changed from that, 
at least, we actually said right along we thought the price was too low. 

Mr. Arnotp. You testified awhile back 

Mr. Reynotps. That was no point in discussing it with the Govern- 
ment, there were no price controls in 1954. But previously, when 
there were price controls, we discussed it with the Government, and 
we submitted a brief to the Government. 

Mr. Arnotp. The Government certainly has an interest in the price 
increase, because that means the increased price of the metal going into 
the stockpile, which comes out of the Government funds and out of 
the taxpayers’ pockets. 

Mr. Reynotps. Then you ought to talk to the copper people, they go 
at 80 cents a pound like nothing. 

Mr. Arnotp. You had no correspondence with GSA or any other 
Government agency relating to the price increase ? 

Mr. Reynotps. Not that U know of. 

Mr. sone Again, what were your reasons for raising the price 
in 1954% 
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Mr. ReyNotws. We thought that they should have been raised before, 
as I have said. But the specific reason at that time was the wage rate 
increases. 

Mr. Arnot. So it was a cost factor, then, you had increased labor 
costs ? 

Mr. Reynowps. It only covered part of the cost factors, mind you. 
This only covered approximately the increased labor and salaried 
employees’ increase, it barely covered that. ayer 

Mr. Arnotp. That was your reason, then, for making the price in- 
crease, because of the increase in labor ? 

Mr. Reynotps. Yes. 

Mr. Arnoiw. Did your company make a public announcement at 
the time of the price increase of the reasons for the increase? 

Mr. Reynotps. I don’t recall what the announcement was. I 
would have to look that up. 

Mr. Arnorp. Did you have any press releases ? 

Mr. Casxte. We did have a press release at that time, but I don’t 
recall the language of it. 

Mr. Arnoxp. Could you look up the press releases and supply them 
to the committee ? 

Mr. Reynoups. Yes, sir. 

Mr. Arnotp. You may not have the figures at your fingertips now, 
but I would be interested in seeing, beginning with 1950 through 1954, 
on a yearly basis the rated capacity of all your fabricating plants. 

Mr. Casxie. We can get you that, Mr. Arnold. But I want you 
to know that they vary all over the lot, because in a fabricating plant 
you can add one piece of equipment to it which might be a bottleneck 
factor in that plant. ; 

Mr. Reyno.ps. He is talking about as the plants were. Weren’t 

ou? 
7 Mr. Casxie. As they were. 

Mr. Arnoxp. I want, No. 1, the actual production from your fabri- 
cating plants; and No. 2, the rated capacity. 

Mr. Reynotps. What we rate the capacity as, right. 

Mr. Arnotp. Perhaps you could answer it now. Do you have 
any plans for expansion of fabricating facilities? 

Mr. Reyrnotps. Yes, sir. 

Mr. Arnoitp. And what are those plans? 

Mr. Reynortps. We haven’t announced those, sir, if it is all the 
same. We haven’t gotten the money yet, the financing hasn’t been 
done for it. But we do definitely have plans for future expansion in 
fabrication. 

Mr. Arnotp. And have you already increased your fabricating facil- 
ities or the capacity of your fabricating facilities over 1954? 

Mr. Reynotps. 1 don’t believe we have as yet. We may have in 
some place. Have we? 

Mr. Casxte. We are in a constant program of adding equipment 
to our fabricating plant. I think we spend several millions of dollars 
every year just replacing wornout handtools. And then when we 
get around to bigger equipment, it frequently adds to the capacity. 
And I would say we are in a continuing process of adding to capacity. 

Mr. Reynotps. Let me answer that question. Yes, sir; our plans 
are to increase our fabricating capacity and our ingot capacity. We 
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are fabricators, we are merchants, and we intend to continue to go in 
every way we can. 

Now, unless the Government says “You can’t expand any more,” 
we are going to keep right on doing it. 

Mr. Arnon. This is not meant to be a criticism of you. 

Mr. Reynotps. Some of the other witnesses did criticize us, saying 
that we increased our capacity. And we are going to increase it. 

Mr. Yates. I don’t think they criticized you for increasing your 
capacity. 

Mr. Reynoups. Our fabricating capacity. 

Mr. Yares. Perhaps the subject of the criticism that may have been 
directed to you was that as you increased your fabricating capacity 
you used more of the aluminum you produced to supply your fabri- 
cating capacity instead of supplying the outside independents. 

Mr. Reynoips. May I say this: When stockpiling ends, we are 
going to have to sell that metal some place. We don’t have any con- 
tract from these people to take it when the stockpile ends. Now, we 
are going to expand our fabricating capacity to take care of what 
the Government contract permits us to do, at least that much. 

Mr. Arnowp. Well, to conclude that question, will you supply the 
figures, including your contemplated expansion for the future, and 
signifying to the committee what part or all of that you want kept 
confidential. But I think we have to have those figures to have any 
idea of what the future requirements of the industry are going to be. 
We have to know the contemplated expansion plans of all the primary 

roduce’ s. 
: Mr. Reynotps. We will try to come up with something, but I don’t 


think we could give you our future plans of sspenein for competitive 


reasons. Iam saying that we do plan toexpand up to the full capacity 
of our ingot based on our Government contracts. 

Mr. Yates. We have no objection to your expanding; we want you 
to expand. 

Mr. Reynotps. And we are going to expand our ingot capacity as 
fast as we can get money. 

Mr. Yates. I think that is desirable, too. The only question that 
we raised for your consideration—and we would like your opinion 
on it—is, What do your outside fabricators, your independent fab- 
ricators, do in a period of shortage? Do not the companies in your 
position, while they have no legal obligation, have something in the 
nature of a moral obligation, really, to cut back your own fabrication, 
too, at the same time you cut back the fabrication of others? 

Mr. Reynoxps. Not in our case, sir; I don’t think so. We are fab- 
ricators and merchants, we went into the business for that purpose, 
not to supply other people aluminum. We do supply sheet, rod, ex- 
trusions, and things that go into our mills. 

We built our production plants up until the time of Korea, and 
bought them for the purposes of supplying our own plants, and not 
supplying ingot to the trade. 

Mr. Yates. Mr. Reynolds, I think perhaps some people in the 
Government may have had a different impression. I read from a 
report entitled “Aluminum Expansion Program and Competition,” 
by the Joint Committee on Defense Production, 82d Congress, dated 
January 2, 1953, specifically on page 4. And it says this: 


Most revealing is the fact that the most pronounced drop in the price of alum- 
inum ingot from 19 cents to 15 cents occurred between August 1, 1940 and 
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August 1, 1951. That is the precise period, beginning with October 1, 1940, when 
the Reynolds Metals Co. announced publicly its firm decision to become this 
country’s first independent producers, built two producing plants, and brought 
them into production in May and September 1941, respectively. Consequently, 
this appearance of a second producer, with the beginning of competition, seems 
to be the principal cause of the drastic drop in 1940, 1941 aluminum prices. 

The report is replete with reference to the fact that Reynolds Metals 
is a competitor of Alcoa in the production of primary pig. And the 
impression—at least in this report, and I think through the trade 

enerally—is that there are three big producers of aluminum: Alcoa, 

eynolds, and Kaiser. And they don’t consider Reynolds to be a 
fabricator primarily ; Reynolds is only an integrated company, really. 
It goes right from the bauxite to the end product, it is one of the 
Big Three in that respect. 

So when you say you are a fabricator and you seek to emphasize 
fabrication, isn’t this is a new route that you are taking? 

Mr. Reynotps. No, sir. 

We started as a fabricator; we were only in the foil business. We 
were one of Alcoa’s largest ingot customers. As our business grew, 
we went into sheet and extrustions. We couldn’t get a supply. L 
went to Pittsburgh many times and begged to get it. We were grow- 
ing too big, and I could understand perfectly why we couldn’t get 
more than so much metal, because it cost Alcoa so much to put up a 
plant to furnish it, and it costs us less to furnish the fabricators. 

Therefore, we saw if we were to grow we had to go into the business. 
So we mortgaged our properties and went into the business. And 
the Government understood that by furnishing our own requirements 
we were thereby relieving Alcoa of selling us; in other words, to the 
extent that we could prodice our own metal, we relieved Alcoa of 
that much, which they could sell to other customers. 

In that respect there is competition, but where the competition with 
Alcoa was was in sheet, foil, extrusions, and powder, the three things 
that we were in. 

Mr. Arnotp. Just one other question on pipelines. 

I understand the Burning Tree Country Club has been supplied 
with approximately three lines of pipe, and then the—that is from 
the shore to the club—and then additional pipe to the greens. 

To your knowledge, did your company sup = that pipe? 

Mr. Reynotps. That is the first I have ene of it, sir. 

Mr. Arnoxp. You have stated, I believe, on the record, in reply to 
us, that you do not have actual Sgures showing the disposition of the 
metal released from the stockpile ? 

Mr. Reynotps. We can give you the disposition of all the metal 
a we disposed of in the form of pig during that period, if you would 
ike it, 

Mr, Arnotp. I think that would be the complete answer. 

Mr. Reynotps. We would be glad to do that. 

Do you want the customers’ names? I don’t know that we have 
the right to give them, I don’t think we should. 

Mr. Arnotp. We won't ask you for that at this time, although this 
will be subject to further conferences. 

Mr. Reynoips. We will list, 1, 2, 3, 4, 5, how much went to them, 
what months, and so forth; is that all right ? 

Mr, Arnoxp. That is all right. 
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Again, what was your understanding on the original expansion 
contracts? We have heard testimony that it was the intent that 
one-third go to the stockpile, one-third go to the nonintegrated inde- 
yendents, and one-third kept by the primary producers. What would 
io your understanding of the intent? 

Mr. Reynotps. That was just about it. That is as close as we could 
come; that they would probably need a third for stockpile, a third 
would go in the form of pig, oa the other third, the producers would 
be allowed to put through their own fabricating plants in order to 
help pay for it, because you don’t make enough—our new plants 
haven’t made anything to speak of, we have lost money so far on our 
Korean expansion—a tremendous loss. 

And yet, we have sold nearly all of it in the form of pig. If we 
had had that metal and put it through at certain times—last January 
we couldn’t have sold it if we had had it—but at certain times when 
the market is there and we could put it through, it would make a big 
difference, but you would have to have—the finance companies 
wouldn’t have loaned us the money if all the money were going into 
pig, because pig doesn’t pay off fast enough. 

Mr. Yates. And other questions? 

Mr. Reynolds, on behalf of the committee, I want to thank you for 
coming here and giving us the benefit of your advice and telling us the 
story of the operations of the Reynolds Metals Co. 

Mr. Reynotps. May I ask one thing? Could we submit a supple- 
mental statement in case we have missed something ? 

Mr. Yates. The committee would be glad to receive it. 

Mr. Reynoxps. I appreciate it very much. Thank you. 

Mr. Yates. Mr. Wilmot, I wonder whether or not it would be bet- 
ter, in view of the fact that it is now a quarter of 12, to come back 
at, say, 1 o’clock or so, and give you an opportunity for lunch, or would 
you prefer to go on now / 

Mr. Wiimor. Whatever suits you. Personally, if it would be agree- 
—_ I would just as soon go on now, if you could restrain your 
vunger. 

Mr. Yares. I can restrain mine. It is just a question of the other 
members of the committee. 

All right, sir. 


STATEMENT OF DONOVAN WILMOT, VICE PRESIDENT, ALUMINUM 
COMPANY OF AMERICA 


Mr. Yates. Mr. Wilmot, will you state your name for the record, 
and your position with the Aluminum Company of America, and your 
residence, please ? 

Mr. Wiimor. Yes, sir. 

I am D. Wilmot, vice president of Aluminum Company of Amer- 
ica—Alcoa, 

First, I would like to review very briefly, happenings in the alumi- 
num industry over the past year or so. 

As is well known, the year 1954 was marked by an intensive effort 
on the part of businessmen to reduce inventories. This was a laudable 
activity, but, as the year wore on, became almost an obsession. The 
inventories were drastically reduced, but the pendulum swung too far 
in this corrective effort. 
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By the latter part of 1954 all fears of any sort of recession had 
vanished, confidence was restored, business became buoyant, and there 
was a rush on the part of all to replenish these inventories. 

Some rather ridiculous situations occurred. For example, a num- 
ber of customers insisted on placing orders with us for pig and ingot, 
in amounts from 5 to 10 times greater than they had given us in 
1954, for shipment in the same length of time. In short, there was 
a concentrated attempt to recoup in a few weeks’ time an inventory 
position which they had spent ee over a year in reducing. 

We saw this situation developing in the last quarter of 1954, and 
decided upon some steps to meet it. Specifically, the first step was to 
accept orders from customers for greater quantities of pig and ingot 
than they had been placing with us in 1953 and in 1954. 

Next, we apprised the governmental agencies, BDSA and ODM, 
of these changes in the aluminum industry, and strongly urged in our 
scheduled industry advisory committee meetings with these govern- 
mental agencies that the stockpile call be reduced in order to make 
more metal available to nonintegrated users. 

Meanwhile, the prices of secondary aluminum, which normally are 
1 cent to 2 cents per pound lower than the prices of primary aluminum, 
advanced chacely, until eventually they were 6 cents to 8 cents per 
pound above the price of primary aluminum. 

When the usual price relationship between these grades become so 
distorted it is only Rarely bar fact, downright human—for any buyer 
of secondary to transfer his affections to primary. 

Mr. Yates. His primary affections to primary ? 

Mr. Witmor. Yes, we might say. 

I want really, Mr. Chairman and members of the committee, to lay 
a great deal of emphasis on this matter of secondary, because I thin 
it plays a most important part in the overall situation. I believe you 

robably have some supply figures. I am not sure whether Dr. 

lemming, or any of the other previous witnesses, may have given 
those to you. I happen to have the latest figures in that regard, and I 
would like to interrupt this prepared statement long enough to say 
that the estimate of secondary for the year 1955 is 776 million pounds, 
which is no inconsiderable amount in itself. 

To continue, these prices of secondary which normally are 1 to 2 
cents per pound lower than the prices of the primary, advanced sharp- 
ly. A differential of 6 to 8 cents would, on the current market quota- 
tions existing, mean a saving to a buyer of 20 to 30 percent, and he 
would obtain primary grade instead of secondary. 

Now, we believe that all this added fuel to the flames and contributed 
to the situation which you are now investigating. 

I am not at liberty to disclose the amount of aluminum called by 
the Government for stockpile. This is classified information. I real- 
ize, however, that Dr. Flemming was on the stand yesterday and may 
have given to you a number of figures with respect to this matter. 

In any event, this tonnage is most substantial, and I believe if the 
Government were suddenly to discontinue its stockpiling program of 
primary aluminum, I would expect that every nonintegrated fabricator 
would find it almost impossible to enter his office in the morning 
because of a barricade of salesmen, not only of primary but also of 
secondary, attempting to obtain orders from him. 
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Mr. Yates. Mr. Wilmot, I asked Dr. Flemming the question yester- 
day—and I would like to hear your opinion on this—perhaps I should 
have asked the same question of Mr. Reynolds—I asked him why they 
were stockpiling only primary aluminum; wouldn’t secondary serve 
their purposes as well. 

Do you have an opinion on that? 

Mr. Witmor. Yes, sir; I have, decidedly. 

Mr. Yares. What is your judgment? 

Mr. Witmor. The judgment is this: 

It is a matter that has been discusesd many times, Mr. Chairman. 
The most idealistic material that you could put into a stockpile would 
be 99.99—in other words, that material which would be the most 
flexible that you could use. You cannot upgrade aluminum, you can 
downgrade it. Therefore, you should have the very finest material, 
which in that case would provide for the greatest flexibility in its 
utilization. 

Does that answer your question ? 

Mr. Yates. In other words, that is the kind to stockpile. 

Mr. Wiximor. Yes; we think so. 

The subject has been raised many times, and doubtless some sec- 
ondary could be used; it is, of course, used in the trade all the while 
but in the interest of conservation of funds, and to co difficulties 
which might arise from mixing the two grades, it is better, we believe, 
to have only the highest grade. The greatest flexibility is thereby 
assured. 

Mr. Yates. Thank you, sir. 

Mr. Witmor. On April 7, 1955, the Office of Defense Mobilization 
reduced the stockpile call by 150 million pounds. The share of our 
company in this was 55,180,000 pounds of aluminum pig. This ac- 
tion followed several meetings of the industry advisory committee 
with this agency, and also BDSA. 

We consider the action taken by ODM after collaboration with 
BDSA and industry to be most appropriate and commendable. 

In keeping with the agreement with General Services Administra- 
tion, also made on April 7, 1955, we have made commitments to sell 
every pound of this aluminum pig and ingot in the nonintegrated 
aluminum market. Actually, we have made commitments for an 
amount somewhat in excess of the above figures, and orders are in our 
hands for the full amount. 

It is obvious, therefore, that not 1 pound of this metal released from 
the stockpile call has been, or will be, used by Alcoa in any phase 
of its own fabricating operations. 

We have done our best to make this distribution equitably and to 
make aluminum available to purchasers who had not been buyin 
from us, as well as to nonintegrated customers of long standing. Ail 
of the sales to the nonintegrated market of aluminum released to us by 
reduction of earlier stockpile calls have carried a notation on our in- 
voices that the metal is from this particular stockpile source. 

I cannot give you the exact details, but have asked Mr. E. B. Wil- 
bur, who administered this whole arrangement for us, to be present at 
this hearing, if you gentlemen desire to make any specific request 
with respect to any certain user. We would welcome any inquiries. 
We think we have complete records—I can’t say that we have for every 
single one, but they are quite complete, we believe. 
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In this statement I have referred to meetings of the industry ad- 
visory committee with BDSA and ODM. Earlier meetings this year 
of these groups were held in January and March. At.these earlier 
sessions it was agreed that the committee would meet again with these 
agencies the latter part of May to discuss conditions then existing, 
and the action for the third and fourth a which might then be 
indicated. The time of this meeting in May was selected in order to 
follow closely upon the heels of the Aluminum Association meetings 
held this year in California, on May 10 to 12, inclusive. 

The membership of the association covers all segments of the in- 
dustry, and the object was to obtain the views of all this group—a 
rather ideal time to do it—and then for the committee to combine these 
views with their own views, in order to consult with the govern- 
mental agencies. 

Now, as I say, I believe there were some—well, roughly 100 people 
there—from all segments of the industry. And those of us who are 
on the so-called primary producers industry advisory committee did 
not trust only their own judgment with respect to the probable future 
requirements of aluminum, but asked for the opinions of all of those 
other segments of the industry, which obviously, therefore, are non- 
integrated people of one sort or another. 

I might add that it is our usual custom to do that. Whenever we 
have these meetings, we swap ideas and talk about the future, and 
all that. And we try to get a poll of all the members, so that the group 
as a whole will be well informed, as well informed as they may be, on 
probable happenings and developments. 

The meeting of the producers industry advisory committee with the 
Government was held on last Friday here in re oR at which 
time the latest developments were fully discussed, and a number of 
recommendations made by the committee. 

Now, I would like to deal, if you will bear with me, with a few 
statistics. 

In 1939 the production of primary pig in the United States was 328 
million pounds. Currently it is at an annual rate of between 2,900 mil- 
lion and 3 billion pounds. Upon completion of facilities now under 
construction or authorized, the annual production will become ap- 
proximately 3,300 million pounds. 

Now, we announced earlier this year expansion of smelting facilities 
in Texas. The amount of this addition is about 130 million pounds of 
pig annually. First production from these facilities should occur in 
the first quarter of 1956. That is approximately 1 year. 

I have read in previous testimony questions with respect to the 
length of time required to bring in new facilities. It is true that these 
expansion steps were being taken at existing plants, and hence, since 
you don’t have to start from scratch, the length of time is somewhat 
reduced. 

Mr. Yates. May I interrupt you there to ask a question ? 

Several of the witnesses have indicated that in order to have an 
economical source of aluminum you have to have an economical source 
of power. Do you have an economical source of power in Texas? 

Mr. Wumor. Yes, we think so. 

Mr, Yates. By comparison to your hydro plants? 

Mr. Wiimor. Well, I can’t give you the exact figures. I would 
say that the cost at the one plant in Texas where we use gas—the 
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cost at the other plants where we use lignite, possibly are slightly 
higher, somewhat higher, than would be true of hydroelectric con- 
tracts which,-perhaps, have been negotiated several years ago. 

If that is the point, I could ask one of our experts here, if you want 
to pursue that further. 

Mr. Yates. I just wondered whether you could produce your pig 
in Texas at as low a price as where you had hydro for your power. 

Mr. Witmor. Again, there are certain corollary advantages, or 
auxiliary advantages, in the production of our plant in Rockdale, 
Tex. Here a byproduct will be produced having a marketable value 


which will operate to reduce the cost of producing aluminum pig at 
that point. 


Mr. Yares. I see. 

This is a side issue that couldn’t relate to the fundamental question 
of the reduction of pig. 

Mr. Wumor. Yes. 

Mr. Yares. Continue, Mr. Wilmot. 

Mr. Wimor. Canada has greatly increased its capacity. It was 
about 166 million pounds in 1939. Currently it is at an annual rate 
of roughly 1,200 million pounds, and will become approximately 1,740 
million pounds annually after competion of recently announced expan- 
sion plans by Aluminum Company of Canada at its Kitimat plant in 
British Columbia. 

Now, I know that Nathanael Davis was on the stand, and he prob- 
ably gave you more explicit figures. But I have a purpose in men- 
tioning this, and I will come to that in a minute or so. 

The import, really—and this is the point of it all—the import of 
all these figures is that the North American production of primary 
will have increased from 494 million pounds in 1939 to something over 
5 billion pounds at the completion of programs now under way in 
both countries. 

Mention is made of this because of the North American concept of 
defense effort in the event of a hot war—which everyone fervently 
hopes will be avoided. 

If I may elaborate on that for a moment, I don’t profess to be a 
member of the Joint Chiefs, or anything of that sort; however, we are 
told that the Russians have large fleets of submarines, and an immense 
air force. The general conception, therefore, seems to be that in the 
event of a hot war a vital material like aluminum for defense sa 
will be held on this continent and fabricated in the fabricating facil- 
ities existing in this continent, rather than to try to transport it from 
overseas countries, friendly, but which may be bombed out. 

Mr. Yares. Your figures don’t include the capacity of your Tisya 

lant ? 
; Mr. Wumor. No; they do not. 

Mr. Yates. When is that expansion supposed to be? 

Mr. Witmor. We would like to expand the primary production in 
Tisya, but there is an international situation involving waters to Can- 
ada, and there has been no action whatsoever on that development. 

Mr. Yates. The information I have received is erroneous, then.: 
I was under the impression that some sort of an arrangement had been 
made with the Government of Canada which would permit your plant 
to be operated. 
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Mr. Wimor. No; there is nothing in here whatsoever. My refer- 
ence to Canada has only to do with the production of the Aluminum 
Company of Canada. And I mention it again only—for a couple of 
reasons, the first one is to bring to your attention this North American 
concept of utilization of raw material in North America, rather than 
to hazard the journey across the Atlantic to plants that might not be 
in a position to fabricate it, even if they received it. ‘ 

In any event, there is every expectation that substantially increased 
amounts of primary aluminum from the greatly expanded production 
in Canada will seek outlets in this, the most highly industrialized 
country in the world, and be one that is just across the border from 
Canada. And, as a consequence, the domestic producers of primary 
will be faced with strong competition from the Canadian source in this 
market. 

As stated earlier, we stepped up some time ago our sales of pig and 
ingot very considerably to the nonintegrated users, and in addition 
thereto have made every pound of the metal released from the stock- 
pile call for the first half of this year available to those nonintegrated 
fabricators. We have delivered to the stockpile every pound of 
aluminum which has been requested of us. We have also set aside 
quarterly, of Government agencies, large tonnages of aluminum to 
meet military requirements. 

I should like to add at this point that coincidentally with the in- 
crease in shipments of pig and ingot to nonintegrated users we have 
also drastica hi y reduced our own pipeline. 

I also would like to pause for a moment in regard to that word 
“pipeline.” It has been used here a great deal, and I want to be sure 
that you gentlemen recognize that for what it is. It is merely an 
overall inventory position. 

It is an extremely important matter, however, to those people who 
are doing any fabricating, because if you reduce your pipeline—or, 
in other words, your overall inventory—you impair your flexibility to 
produce. And, therefore, I personally feel that we have carried that 
about as far as we can go. I want to come back to that topic a little 
bit later on in this statement. 

We are not looking for credit in contributing every pound of alumi- 
num released to us from the stockpile or in sharing metal equitably 
with our customers in a period of tight supply when we could use 
increased amounts from this source, possibly, in our own fabricating 
operations. It is simply that we have every interest in building up a 
sound fabricating industry in the country to complement the produc- 
tion of primary aluminum. 

Mention was made earlier of the relationship in price between the 
primary and secondary metals. You have made some inquiries on 
that subject here this morning in taking testimony. The price of 
primary pig has remained unchanged at 21.5 cents per pound. The 
price of secondary, as indicated, has risen way above this. It is quite 
obvious that one way to have continued to channel the two grades into 
their respective traditional markets would have been to raise the price 
of primary above the price of secondary. Had this been done, the 
demand for new aluminum would not be aggravated by the demands 
of those who normally use secondary, but we would have jeopardized 
valuable markets in which aluminum competes with other materials 
and metals. : 
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Now, we are convinced that it is sound, long-range planning to sell 
new aluminum at a price as low as is feasible in relation to its cost 
of production. That has been a policy to which we have been dedi- 
cated over these years. I can give you a few examples—and I don’t 
mean to be pointing a finger at anyone else—but it will serve to illus- 
trate exactly what has happened. ; 

In 1939 the price of copper was 11 cents per pound. Currently it is 
36. That is one example. 

I think I need scarcely stress the trend of many other Sig, the 
prices of many other things which we all buy, and the relationship of 
those prices to the prices which existed in 1939. 

Mr. Yares. Isn’t that one of the reasons that you are taking away a 
lot of the copper market, because your prices are lower than copper ? 

Mr. Wiimor. We think that has an effect. There are certain tra- 
ditional uses, and there is a certain inertia for people to change. But 
we believe that certainly has its effect ; yes. 

Mr. Surenan. Did you want to give us a comparison of steel prices 
in 1939 and now? 

Mr. Wiimor. I don’t happen to have steel now, Mr. Sheehan. I 
can give you a few others. Lae for instance, was 5 cents, and it is 
now 15. 

Zinc was 5.5 and is now 12. The amount of the increase in aluminum 
from 1939 to date is relatively infinitesimal. And I say that in relation 
to most any product which any of us buy, whether that be raw material 
or finished goods. 

Let me hastily add that we are not altogethker unselfish in that. We 
recognized that here was an immense expansion, an expansion which I 
have detailed here, running in the United States from 328 million 
pounds to 3 billion pounds. I submit to you that this is a very sub- 
stantial increase. As a consequence we felt the price of aluminum 
should remain low in order to make its use attractive and to absorb 
the vastly increased production. We have a very large investment in 
these expanded facilities, and we have been concerned at times as to 
whether we are going to be able to find the markets for these greatly 
expanded facilities. 

Mr. Yates. Up to the present time you have been able to find such 
markets; have you not? 

Mr. Witmor. I will answer that, Mr. Chairman, by saying that this 
matter of stockpile is an all-important consideration. I stated earlier 
here that if suddenly the powers that be in the United States felt that 
the dove of peace was going to hover around and it was no longer nec- 
essary to stockpile, and that metal were released in one deluge on the 
market, that we would be extremely hard put to find orders for it. 

I would like to deal here again for a moment with the subject of 
human nature. The minute people begin to believe a material is going 
to be in short supply, that becomes the most important thing in their 
lives, to attempt to buy that. I would like to refer to an analogy I used 
in Pennsylvania. 

In Pennsylvania we have State liquor stores. During the period 
of rations you could look out the window and find a stream of people 
extending all the way around the block about three deep. The minute 
that rationing was discontinued, you could shoot a shotgun through 
any one of those stores and not hit anybody. 
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And I firmly believe that the present situation to a very large ex- 
tent occurs because of that trait of human nature. 

Mr. Yates. Does this mean that you don’t believe that we should 
have additionally increased capacity for the production of aluminum ‘ 

Mr. Winmor. We think there should be additional increased capac- 
ity. I referred earlier here, Mr. Chairman, to the fact that we are 
expanding in Texas. That is an example of it. 

fr. Yates. I knew that you were. And I have cognizance of the 
figures that you have testified to in which you state that the con- 
tingent is going to have 5 million pounds of aluminum capacity. Is 
that sufficient, in your judgment, to take care of foreseeable needs for 
the next number of years / 

Mr. Wumor. I would think so, yes. After all, we could only use 
our best judgment. We are accused of being, to use a rather hack- 
neyed expression here, but one that has occurred many times, incor- 
rigible optimists with respect to the future of aluminum. But we 
tried to restrain ourselves a wee bit. We don’t believe, in short, that 
the course of true love runs smoothly all the while. In short, we be- 
lieve that the economy over the years is a saw-toothed operation. It 
is not a straight line upward—would that it were; we could do a lot 
of very ebcatfent planning if that were true, but it doesn’t work that 
way. You have a good year and a bad year and a couple of good 
years, and we can read these figures right off here to demonstrate that. 

Mr. Yates. In great measure you are like Mr. Reynolds; you are 
a conservative optimist. 

Mr. Wiumor. Well, I am an optimistic optimist with regard to 
aluminum. 

Another important contributing factor to the present situation has 
been the greatly increased exportation and decreased importation of 
scrap aluminum. In the year 1953 the exportation of scrap was 9,- 
162,000 pounds. In the year 1954 that had risen to 78,676,000 pounds. 
Scrap, of course, is the source of supply for secondary ingot. To the 
extent that scrap is exported, the availability of secondary in the 
domestic market is correspondingly affected. 

Importations of scrap in 1953 were 53,400,000 pounds, but in 1954 
they decreased to 29,690,000 pounds. I am sorry to throw all these 
figures around. They may be a little confusing. 

Mr. Yates. Well, they are very helpful. 

Mr. Wirmor. But it is important to mention them, because in the 
final analysis, in the year 1954, after these checks and balances, the 
difference between importations and exportations, and so forth, in 
the year 1954 the United States suffered a loss of 93 million pounds as 
compared with the year 1953. 

Put another way around, excess of exports over imports in 1954 was 
49 million pounds ; in 1953 excess of imports over exports was 44 million 
pounds. ff you add those two together, you have 93 million pounds 
of deficit in 1954 as compared with 1953. 

Mr. Yates. Mr. Wilmot, one figure is missing from the statement, 
I notice. Do you have any ideas as to the amount of aluminum that 
is being exported from this country, aluminum pig and ingots? 

Mr. Wirmor. You mean primary pig? 

Mr. Yares. Yes. 
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Mr. Wimor. I don’t happen to have those figures in mind, but I 
think you will find that it is virtually negligible. I don’t believe there 
is an ounce of primary pig being exported. 

May Laskif there is anybody here from BDSA ? 

My roundhouse guess is that there isn’t a pound being exported. 

Mr. Yates. It is all scrap? 

Mr. Witmor. Yes. And there is a reason for it. 

Mr. Yates. What is the reason ? 

Mr. Witmor. The reason is that scrap can go into countries like 
Western Germany with no duty, whereas primary has a duty. 

Since we made primary aluminum available to the trade in substan- 
tially increased quantities from our own supplies, and added thereto 
the metal released from the stockpile call, the prices of secondary have 
wakened, and it is to be expected that in due course the additional 
price relationship between the two grades will be established, and the 
pressure upon primary thereby lessened. 

Now, a while ago it reached a peak of 6 to 8 cents premium above 
primary for a secondary grade. The latest quotations are about 2 to 
3 cents, and the general feeling is that the equivalent grade could be 
obtained for approximately the price of primary now. 

Now, that is again one of the reasons why we were so anxious to 
channel all of the pig and ingot reduced from the stockpile call into 
the market in that form. We think there is an artificial situation 
existing; we believe that it is a big blaze. We were given, to use an 
analogy, a big bucket of water by ODM to put out that blaze. We 
could have used that water for bathing or washing or something else, 
or drinking, but we thought that was the place to put it. And we 
believe that if certain recommendations of the industry are followed, 
and a further release is made and that metal flooded on top of the 
other releases, this conflagration will be put out and the normal eco- 
nomic conditions will reassert themselves. 

Mr. Yates. Mr. Flemming testified yesterday that at your meeting 
in February that same phrase was used by the Advisory Council, 
but they considered the amount of demand to be a flash situation, and 
through that if Mr. Flemming would divert 25,000 tons toward the 
normal channels of trade, it would take care of the situation. 

Mr. Flemming then testified that at a subsequent meeting it appeared 
that the fire had grown larger, and it would require something like 
75,000 tons to be made available for putting it out. 

Now, do we need some more to put it out? 

Mr. Witmor. Yes;Ithinkso. Atthemoment—— 

= Yares. Is it conceivable that this could be your normal market 
now ? 

Mr. Wiumor. Mr. Chairman, I will come back to the observation 
that I think human beings can be depended upon to act like human 
beings. And when they see that this is the situation existing, there 
comes a great compulsion on their part to buy. I firmly believe that 
there are many, many people in the country who today are very glad 
to trade dollars for materials. I personally think that is a pretty 
smart thing. I expect we are doing the same thing—in fact, I know 
we are; there are certain matters impending. And while Mr. Reynolds 
referred to an een in pipeline, I think he was referring to 
raw materials. I am not so sure that if you were to get an analysis 
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of the raw material inventories existing in the hands of fabricators 
you would find that they were greatly increased at this point. 

But I do submit to you that the finished goods inventories are prob- 
ably greatly in excess of where they were a while ago, all of that in 
an effort to take time by the forelock, and because a few people believed 
that these prices were going to decrease. And if they are not going 
to decrease, there are only two other things they can do. One is to 
stay where they are, and the other is go up. 

And the gamble, therefore, is good if you elect to trade your dollars 
for materials at this point. I firmly believe that is a large factor in 
this present situation. 

It should be noted that as the production of articles made of alumi- 
num greatly increases, there is a corresponding increase in the amount 
of scrap generated, which quickly finds its way back into the market, 
thereby adding to the general metal supply. : 

If you look at these supply figures, you will see that here is 776 
million pounds of secondary ingot. The only source of secondary 
ingot is the reclamation of scrap. The scrap is generated in the pro- 
duction of those things which people make, whether it is washing 
machines, ice cube trays, airplanes, or what have you. 

Now, as the production goes up, therefore, so does the production 
of scrap. And as the scrap comes back, that adds to the total metal 
supply, and is a factor which should not be ignored in your delibera- 
tions. And Iam sure you won’t ignore it. 

There is another side to this aluminum supply picture which is 
often overlooked. While there are several hundred nonintegrated 
companies which buy aluminum pig and ingot and fabricate alum- 
inum products therefrom, there are 20,000 or more nonintegrated 
companies which use as their base material not aluminum pig or in- 
got, but mill semifabricated products, such as sheet, wire, rod and 
bar, tubing, billets, stamped articles, and so forth. 

This particular segment of nonintegrated fabricators look to Alcoa, 
among many others, for such mill and semifabricated products. 

They have as much right to demand that we supply these products 
to them as others have to demand a reasonable supply of pig or ingot. 
It would be quite unfair, industrywise, to divert metal io Aleoa’s 
mills and the mills of others, which is needed to produce the fabri- 
cated and semifabricated products required by these thousands of 
customers, many of them small manufacturers, whose livelihood de- 
pends upon a proper supply of this material. 

It would, in fact, be most discriminatory and indefensible for the 
producers to supply to the trade in the form of pig and ingot every 
pound of metal which may, on future occasions, be released from 
stockpile calls. 

There are a great many people who buy an intermediate type of 
product, such, for exumph, as slab, or reroll coils. It is a common 
practice in every metal industry, it is equally true in the steel indus- 
try. Some people, the producers, will have very large, heavy, ex- 
pensive facilities which will take the material from the raw material 
stage to certain phases beyond that—for example, there are a great 
number—let me correct that—there are a number of people in the 
country who produce foil in addition to the three integrated pro- 
ducers. These companies start with foil stock, which is a coil sheet 
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in aluminum. It is greatly reduced in thickness—I don’t know 
whether any of you are metal men, but for instance, you might start 
through this heavy equipment with a 3,500 or 7,000 pound ingot 7 
inches thick, and reduce that through subsequent rolling operations 
to a gage which is 0.28 inch thickness. 

Then that goes in the form of coils to these foil producers, who in 
turn roll that on down to the thin foil required, either in packaging, 
or for these radar screens, and what-not. 

Now, those people do not have the heavy hot mills and continuous 
mills and the enormous investment required to produce that. They 
are absolutely dependent upon the people who do have those things 
in order that they may be getting the basic material that is just as 
important to them as the pig and ingot is to the extruder. 

And without it, they are out of business. 

Mr. Yates. Which offers the greater return to your company, the 
production of pig and ingot, or the production of semifabricated ? 

Mr. Wiimor. The production of semifabricated. 

Mr. Yates. Is it substantially higher? 

Mr. Wirtmor. Traditionally that margin is comparatively low, and 
has been, for perfectly obvious reasons. The reason is—— 

Mr. Yates. Which margin is comparatively low, the margin for the 
production of pig and ingot, or fabrication ? 

Mr. Wumor. The margin for the production of intermediate prod- 
ucts is low in relation to the margin of the finished sheet. And that 
is for no other reason than to allow room for that nonintegrated 
fabricator to exist. 

Mr. Yares. I gathered the impression from your testimony that you 
thought our present capacity is adequate, plus normal expansion, is 
adequate for the foreseeable need of the aluminum industry. 

Mr. Wiimor. Correct. : 

Mr. Yates. Do you believe that there is a need for the third round 
of expansion of aluminum capacity compared to the second round of 
expansion, which the Government undertook 2 years ago? 

Mr. Witmor. Well, I wish I had the kind of a crystal ball, Mr. 
Chairman, that would tell us precisely what this market would be. 

Mr. Yates. We all have to be guessers, and some are more educated 
than others in guessing. And I am sure that you are much more 
educated than I am. 

Mr. Witmor. Thank you very much. We are optimistic about the 
future. We recognize, however, that an enormous amount of alumi- 
num has been going into the stockpile. 

As I said before, if that amount were suddenly to be released, we 
would have great difficulty in disposing of it. And I would add that 
we have voluntarily and with our own money and without benefit of 
supply contracts, and all the rest of that, increased our production in 
Texas, so that if you want to look upon it as our contribution to a 
third round of expansion, I think we would increase in other quarters, 
assuming that we can obtain the necessary power in one ies or 
another. 

You are aware of our desire to move at Tisya, which we have not 
been able to do. 

Mr. Yates. I don’t know whether it is a fair question, but at any 
rate I will ask it. 

Mr. Wumor. I am sure anything you ask will be fair. 
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Mr. Yates. I meant, I didn’t know whether it would be a fair ques- 
tion for one-who is in the producing end. The question is this: 
Mr. Reynolds testified that the reason he began to produce his own 
material is because he couldn’t obtain an adequate supply for fabrica- 
tion purposes. In the event that the Government does undertake 
an expansion program, does offer incentives, should the Government 
look to offering these incentives to others than those who are not 
presently producing the aluminum? That is the reason I wondered 
whether it would be a fair question to ask a producer. In other words, 
should those independents who are now fabricating and who are 
talking about an inability to obtain a source of supply, should they 
be given the same advantages in the form of incentives that were 
offered to Kaiser and Aluminum. 

Mr. Wiimor. I think I might answer the question, Mr. Chairman, 
if I may, in this way. I doubt very much that the several hundred 
nonintegrated fabricators would have the financial ability each one 
to become integrated to supply his own needs. And then it seems 
to me the only possible answer to it is that those who do produce are 
going to be obligated to supply, to participate in the supplying of the 
raw material to the market. 

Mr. Yates. The reason I asked the question, too, was this. I know 
in connection with the disposal of the rubber plants by the Govern- 
ment a few months ago the plants were purchased by integrated 
companies in the field, and that several of them were sold as well to 
groups of companies which had combined for the purpose—groups 
of fabricators who had combined for the purpose of insuring their 
source of supply. That was the type of an operation that I 
wondered—that I had in mind when I asked you the question as 
to whether or not this was a feasible thing too for aluminum. 

Mr. Witmor. Well, it is conceivable, yes. In our own case I would 
like to make this clear, we have had from the beginning of the busi- 
ness—which goes back to something like 1888—a history of making 
available pig and ingot to the trade, and we are continuing to do so. 
We are not essentially solely a fabricator in distinction to the position 
which Mr. Reynolds has taken. We describe ourselves more as sup- 

liers of aluminum in its crude and semicrude form. We supply, as 

have indicated earlier, semifabricated material to people like foil 
manufacturers, manufacturers of wire, rod and bar, to cable manu- 
facturers, to forging concerns, and so forth. They look to us for 
that intermediate type of material; and then having gotten it, they 
turn around and compete with us in the market. That is no different 
than is true generally. 

Mr. Yates. That is the way of economic life in a society such as 
ours, is it not? 

Mr. Wiutmor. I should add this, that unfortunately some of these 

ple who decide that the aluminum field is extremely attractive will, 
lieve it or not, go out and arrange for plants and equipment, and 
having done that, then come around to us and say, “Here we are all 
dressed up and ready to go, now we want metal from you.” Well, 
it is a little difficult to retain a reserve for such types of operations. 
I doubt that you would want to set forth on a vacation for your wife 
and family and expect that every hotel along the route would arrange 
to have rooms for you upon your arrival. 
70669—56——18 
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Mr. Yates. I think that is a good comparison, because it brings it 
home very vividly. 

Mr. Wizmor. Maybe you have had that experience, I don’t know. 

Mr. Yares. I have had to wander a couple of times. 

You speak of the production of aluminum on the North American 
continent as an integrated unit in time of national peril. What 
about the tariff? Do you think that the tariff should remain as it 
is between the United States and Canada, should it be increased or 
should it be lowered, what is your view on that? 

Mr. Wimor. Well, there are two parts to that. I don’t think 
that the tariff would have a single, solitary thing to do in time of 
national peril. I am sure that that would just be forgotten. That 
is infinitesimal in relation to the cost of other things which are re- 
quired in the prosecution of a war, like aircraft carriers, where you 
get into a couple of hundred million dollars apiece, and perhaps have 
them sunk overnight. I don’t know. But that doesn’t really count 
in that affair. 

Mr. Yares. Let’s take it in terms of the safe periods then. 

Mr. Wiimor. Mr. Davis testified—and we suspect he is correct— 
that the cost of producing aluminum in Canada 1s less than the cost 
of producing it in America. And therefore in protection of Amer- 
ican workmen we think that the tariff is an essential device which 
should be used. 

Mr. Yares. You are speaking now of the production of aluminum, 
that there should be a tariff on the importation of pig and ingots? 

Mr. Wimor. Yes. 

Mr. Yares. What about fabrication ? 

Mr. Wiimor. Likewise. 

Let me pause for a moment and say that in dealing with Canada, 
their emphasis is mostly on the production of pig and ingot, they 
don’t do too much fabricating. The European countries, Seven, 
do. And they today are getting imports into this country of fairly 
substantial amounts of fabricated products, paying a tariff, and they 
are still greatly undercutting the domestic price. Now, we think in 
some cases that is done with Government subsidy. But it is never- 
theless true. Labor over there is cheap. And I submit to you, 
gentlemen, that labor in this country is not cheap. 

Mr. Yates. Labor in this country? 

Mr. Wiimor. No; labor rates in this country relative to labor rates 
in Europe and in Canada are much higher, as I am sure you will 
appreciate. 

Mr. Yares. I think that is true. And I think that is one of the 
reasons that has influenced us in the consideration of whether there 
should be tariffs or not. 

Does Canada have a tariff which restrains the importation of both 
nonfabricated and fabricated aluminum ? 

Mr. Wiutmor. Yes; both. 

Mr. Yates. I noticed an item in the Wall Street Journal that Alcoa 
proposes to build a plant in connection with the development of 
the St. Lawrence power area. Can you tell us what is proposed there? 

Mr. Witmor. Could I refer that question to Mr. F Li. Maine of 


our company? He is executive vice president, and would be more 
familiar with it. 
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Mr. Yates. The reason I asked that is because obviously it has 
a very close relationship to the field. 

Mr. Mager. The proposal in connection with the St. Lawrence 
River development of the New York State Power Authority is simply 
that we obtain for our Massena, N. Y., plant, along the St. Lawrence 
River, power from that development, which will allow us to produce 
in that plant the amount of aluminum for which we now have approxi- 
mately equivalent capacity. 

Mr. Yates. You mean it would double your capacity there? 

Mr. Macex. No. We will not increase appreciably the capacity 
of that plant as it is now constituted. 

Mr. Yates. You will be just substituting the St. Lawrence power 
development as a source of power for the Massena plant ? 

Mr. Mager. Yes. We now have a hydroelectric plant, it was put 
there, I believe, in 1903, in this particular location. That aluminum 
plant has been there since those days, but. was wiped out with the St. 
Lawrence development. 

Mr. Yares. I see. Then the capacity that Mr. Wilmot testified 
to will not be affected in one way or another by your dealing with 
that authority ? 

Mr. Mager. That is correct. There will be a slight increase, due 
to—perhaps if we make this contract we will make some changes in 
improving our efficiency because of the time involved, and so forth, 
but, it will not be appreciable. 

Mr. Witmor. But it would take the place of some productiion 
which might otherwise be lost. 

Mr. Yates. Mr. Wilmot, may I ask you the question I asked Mr. 
Reynolds and he asked other witnesses, including Mr. Nathanael 
Davis, and that is a problem that concerns this committee. What is 
the best means of protecting the so-called independent fabricator who 
must depend en these primary producers of aluminum who are also 
competing with him in the fabrication of his product? If there is a 
period of shortage, should there be a moral obligation, if there is no 
legal obligation on the part of the producers to restrict their own 
output in the same proportion as they restrict the independent fabri- 
cator in his supply ? 

Mr. Wizmor. That is an extremely difficult question. As I stated 

earlier here, a number of these individuals starting in the business 
will obviously look for the cheapest source of supply. If the sec- 
ondary metal happens to be in its usual, or care traditional rela- 
tionship to primary, the price will be lower. Therefore, he will go 
to that secondary individual and buy from him. Now, sometime later 
on the situation tightens momentarily, for a period of time, as is true 
now, and the price of that secondary moves up. So that individual 
comes in and says, “Now, I want a high-priced room in your hotel” 
I mean, “I want a high-priced article at a price lower than I normally 
paid.” Now, that is a pretty difficult thing to regulate. I don’t see 
quite how you do that. I Lelieve that everyone has to determine 
what his responsibilities are, and make every attempt to treat every 
segment of his customers in as fair and equitable a fashion as he can 
devise. I don’t believe that there should be discrimination in favor 
of any one of them. I don’t know quite how to spell all of that out 
because you have these swings and these fluctuations. 
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Mr. Yates. Obviously the answer is to have all the capacity that we 
need at all times. 

Mr. Witmor. Well, yes, you might say the ideal solution to it would 
be that if you have a normal demand for 2,000 rooms in the hotel 
you ought to have 3,000 rooms so that everybody is sure of one. But 
in the process the hotel goes broke. 

Mr. Yates. If we have an expanding economy we ought to have a 
retracting one / 

Mr. Wiumor. That is right. But if the nonintegrated fabricator 
is going to transfer his affections back and forth it is pretty difficult. 
He shouldn’t have a call on primary every time the going is tough. If 
so, the reverse of that should be true and he should be willing to buy 
primary when the price of secondary is below the price of primary. 

Mr. Yates. Has there been a substantial transference of the mate- 
rial to other customers than those that you served last year, or do you 
seek to allocate your aluminum on the basis of historical pattern? 

Mr. Witmor. Well, this subject of historical pattern 

Mr. Yates. Well, strike historical pattern and let us say your 
regular customers. 

Mr. Witmor. Because it suggests a kind of fixation which we don’t 
want. After all is said and done, we, of course, have had experience 
extending over a great many of years with many customers. Over 
all these years, we have come to know quite well what their require- 
ments are. Naturally, we make provision for them but if a newcomer 
appears suddenly and tries to get some material we might be obliged 
to say, “Sorry, we are all sold out for the time being.” 

Mr. Yates. In other words, you take care of your customers. 

Mr. Wiimor. Yes, of course. And on top of that we do our best to 
take care of others. 

Mr. Yates. Do you have any standard that you apply? Obviously, 
you have got to find some way of dividing it up when you don’t have 
enough. What are your standards ordinarily in determining who 
shall get what amount ? 

Mr. Wiimor. I can answer that, not in a tangible way, but I think in 
a practicable way. We have a matter of some 60 sales offices, and we 
have about 500 salesmen, and they are in constant contact with the 
trade. They know from their long acquaintanceship with those indi- 
viduals what their probable needs are and they will not, therefore, 
allow them to overbuy in times of short supply when our men are 
perfectly well aware that they are merely attempting to speculate or 
to buy more than they should. 

Mr. Yates. You mean even though they can use it? You mean just 
to stockpile an inventory ? 

Mr. Wiimor. I said speculate or overbuy. 

Mr. Yates. There is a difference between “speculate” and “overbuy.” 

Mr. Wixmor. Yes. Then it isa play on words. 

Let me put it like this, that if year in and year out a certain user 
gets, for example, a hundred thousand pounds a month from us, and 
we get into a situation where there is a great surge of demand, we 
would scarcely accept an order from him for a million pounds for a 
shipment in a like period for which ordinarily the hundred thousand 
pounds would have satisfied his requirements. 

Mr. Yates. Mr. Sheehan. 
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Mr. Sueenan. Mr. Wilmot, from your testimony I take it that the 
greatest part of your production of virgin aluminum goes into crude 
or semicrude form. 

Mr. Wimor. Well, when I said “semicrude” I meant to say that— 
that is a rather loose expression, perhaps, for intermediate products, 
such as slabs, reroll stock, redraw rod, forging stock, and so forth. 

Mr. SHEEHAN. Very little of that goes into the end product that is 
sold to the final consumer ¢ 

Mr. Wumor. Well, I should make these categories. You sell pig 
and ingot to an individual who must start his operations with that— 
a founder is a good example of that, that is what he starts with. 
Then you sup iy intermediate fabricated products to those people 
whom I have denuded such as, for instance, for manufacturers, who 
will start somewhere down the line several phases removed from pi 
or ingot. And then you have the final category which would be wel 
illustrated, for instance, by an aircraft manufacturer who buys wide 
sheets of strong alloy out of which he makes aircraft; or the manu- 
facturer of truck bodies who would buy sheet or whatever product 
he might need directly from the producer and use such material in the 
fabrication of truck bodies. 

Mr. Sueenan. Could you estimate the percentage of your vigin 
aluminum production that goes into the ond product that is sold, for 
instanee, in competition with the extruders or your own company 
operations ? 

Mr. Witmor. Could I rephrase it this way. Are you seeking the 
amount of aluminum we sell to all nonintegrated fabricators in relation 
to what we use ourselves? 

- Sueenan. That is right. That is what I am getting at even- 
tually. 

Mr. Wiumor. I couldn’t give you that offhand, Mr. Sheehan. I 
believe, however, that some of the interrogatories which have been 
sent to us by the committee will disclose that, or we could give it to 
you, we could get it for you. I wouldn’t want to trust my recollection. 

Mr. SHeenan. Counsel probably has those. 

Mr. Wimor. I would imagine so. W e could get it for you, but I 
wouldn’t want to hazard a guess as to just what percentage that is 
of, he total. But certainly it would be around 25 percent, or some- 
thing. 

Mr. SHEEHAN. I want to know how much Alcoa is a competitor with 
the end manufacturers. If my memory is right, at one time you did 
manufacture aluminum furniture; didn’t you? 

Mr. Wiimor. Yes. 

What I said was this: We do not make many so-called end products, 
fully fabricated products, such, for instance, as furniture or refrigera- 
tors or windows or screens, or things of that sort, or storm doors, our- 
selves. We supply the raw material in whatever form is required. 
In some cases it might be sheet, in other cases it might be rod and bar, 
in other cases it might be extruded shapes. 

There are 1 or 2 exceptions. You mentioned, I believe, furniture. 
A many long years ago we thought there was a very substantial 
and attractive market for aluminum in the form of furniture. No one 
else thought so. So we began to hammer out some chairs ourselves. 
It attracted notice, and it began to be popular. But we felt that that 
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was not a field in which we properly belonged, that was a matter of 
distribution and merchandising. 

We felt that our type of operation didn’t lend itself to that, so we 
sold out lock, stock, and barrel, in that particular case, to the General 
Fireproofing Co. of Youngstown, who continued that line, and all we 
do is supply them with the raw material, we don’t make any furniture 
ourselves. 

We do make an item like beer barrels in aluminum, and maybe we 
have a subsidiary that makes cooking utensils, but that is about all. 

Mr. Yares. I hear you are going to make beer cans, too. 

Mr. Witmor. I don’t know. We were casting an eye in that di- 
rection. 

Mr. Sueenan. Being in the beverage business, I understand they 
are going to make beverage cans. 

Inasmuch as your company does not deal to a very large extent in 
the end products such as you mentioned, it would seem to me that 
there would not be any particular reason for you to deny extruders 
materials in order to substitute your own end products. 

Mr. Witmor. Let me say, the more people who will make things 
out of designed end products, such as any of these things that we have 
mentioned, screens and storm doors and windows, or whatnot, the 
better we like it. In fact, we have—and I can’t say about the others— 
for as many years as I can remember, we have had a sales develop- 
ment division which includes maybe as many as 100 people, all told. 

Those are trained engineers who will go.out and work with small 
fabricators—in fact, actually design things for them, lend them tech- 
nical aid, in order that they can put that article on the market. And 
we, in turn, then take our chances on our ability to sell them the mill 
product, or whatever it is they need to produce it. 

But we don’t always cash in on those, unfortunately. Every once 
in a while after we spend a lot of time doing that, Mr. Reynolds comes 
around and snitches the order away from us. 

Mr. Yares. Of course, he says you wouldn’t give him any aluminum. 

Mr, SHEEHAN. You mentioned before in your testimony that one 
of the problems that has come into the lap of your company is due 
to the fact that people could buy secondary aluminum at a cheaper 
price than the primary, and now that the price of the secondary has 
gone up, they want to buy the primary aluminum. 

Mr. Wirmor. Yes. 

Mr. Sueenan. Has that been true of the extruding end of the busi- 
ness, or do they buy only the primary? 

Mr. Witmor. There may be some applications there where the 
specifications would be so restricted that they would be confined to 
primary, but there are many operations—and we, in fact, in our own 
operations use scrap and secondary in addition to primary, in the 
production of those articles. 

Mr. SureHan. Do you have any figures —— 

Mr. Witmor. Scrap and secondary—maybe T might explain a little 
bit. about this, if time will permit. 

During the war it was a very customary thing for the aircraft com- 
panies, who are enormous users of aluminum, to collect and segregate 
the scrap which they generated in the production of aircraft. Then 
that scrap, having been segregated right down to alloy; and every- 
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thing else, was shipped back to the producer of the sheet, or what- 
ever it is that we bought, and was channeled right back into the 
furnace and combined with primary, and then refabricated in the 
sheet, and then shipped back to that aircraft manufacturer. 

I use that as an example to show you that the two materials are in- 
terchangeable. There are certain instances, of course, where there 
may be an unusual specification requiring close restrictions on im- 
ourities, and therefore you might be confined strictly to the primary. 

ut that is the exception rather than the rule. 

Mr. Sueenan. Do you have any records with you to show what 
percentage of your output in 1955, as compared with 1954, that you 
shipped to the nonintegrated users ? 

Mr. Wiimor. Well, I did make—no, the nonintegrated users, I 
am going to make a distinction there—the nonintegrated users 
starting with pig and ingot, as contrasted with those nonintegrated 
fabricators who start with some other material. 

Having this fire to put out that I talked about, and having been— 
we did keep this sort of a record. We took our average shipments of 
pig and ingot to the customers, the average monthly shipments of 
pig and ingot—let me correct that and say : 

We took our average monthly shipments of pig and ingot to the 
customers in the year 1954 and we considered that as a norm, a 
hundred, an index of a hundred. Now, the actual record shows that 
in January we shipped 120—in January 1955, we shipped 120; in 
February, we shipped 128; in March, we shipped 140; and in April 
we shipped 165. In other words, our own shipments—in addition to 
i Pte ingot shipped from stockpile relief. 

fr. SueeHan. This is actual shipments to nonintegrated users ? 

Mr. Wiumor. In the form of pig and ingot, in relation to the aver- 
age 1954 month. And it goes—in other words, in January it was up 
20 percent over the average month. In February it was 28, March 
was 40, and April was 65. 

Mr. Sueenan. Therefore, the industry as a whole got a substanti- 
ally greater amount from your company over the first 4 months than 
they got during the same period last year? 

Mr. Witmor. And the year before, too. 

Mr. Sueenan. But nah still might be inequities between the 
classes of users that got it—one user might have gotten 70 percent and 
another 100 percent ¢ 

Mr. Witmor. Yes, that could well be. 

Having given those figures, | wonder how soon—and if these non- 
integrated people who started with another material happened to 
read it, maybe you people will be visited down here by a different 
segment of the industry. In other words, those people who use 
the intermediate type of material. 

Mr. SHEEHAN. Wow, with regard to the excess supply that you have 
given out, did you have to draw this either from the pipeline or from 
your inventory or your future shipments ? 

Mr. Wiuumor. Well, it had an effect on what we put through our 
own fabricating facilities. 

Mr. Sueenan. It did affect:your own fabricating ? 

Mr. Witmor: Yes. : 

Mr. Sueenan. In other words, you have denied yourself material 
in order to help the industry as a whole? 
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Mr. Witmor. We try to strike a proper balance between those. We 
are not going to be too unselfish in this whole situation. We are going 
to deal with this properly, we hope. 

Mr. SuHeenHan. You touched on a point on this Alaskan thing; 
apparently the company was contemplating building some facilities 
there, and then you said you stopped, because of complications, as I 
understand it, due to the international boundary waters up there. 

Mr. Witmor. Complications; yes. 

Mr. SHEEHAN. Have you appealed to the State Department? 

Mr. Wiimor. That is a subject that my associate here could deal 
with better. I would like to refer that question to Mr. Leon Hickman, 
who is vice president and general counsel for our company, and has 
been intimately associated with it. 

Mr. Sueenan. I might say that in Chicago we have been trying 
to get more water out of Lake Michigan, and we are all fouled up on 
it, too. 

Mr. Hickman. We have the same kind of problem. We have been 
unable to make an agreement with the Canadian Government for the 
diversion of the necessary water. The matter has been discussed with 
the officials of the State Department on several occasions. 

Mr. SHeenan. What are the views of our own State Department 
on it? Would you care to discuss that? 

Mr. Hicxman. I think all I can say is that they have tried to be 
helpful, but we are at an impasse with the Canadians, and at the 
moment it doesn’t seem possible for anybody to resolve it. 

Mr. Sueenan. That is all, Mr. Chairman. 

Mr. Arnotp. Could you also supply with the previous information 
requested, by letter, the rated capacity in actual production of your 
fabricating facilities by year, from 1950 to 1954, and then by month, 
since January 1955? 

Mr. Wimor. The rated capacity of our fabricating facilities and 
the actual utilization of them ? 

Mr. Arnoxp. Yes. 

Mr. Wiumor. Yes; we can do that. I won’t guess at it. 

Mr. Arnotp. Do you have under construction or in process now any 
expansion plans for your fabricating facilities ? 

Mr. Wiimor. In addition to odds and ends, which we always have, 
we are starting a further phase in a 3-year-old defense-supporting 
expansion of aluminum sheet-rolling facilities at our Davenport, 
Iowa, works. As to changes and improvements, we never will come 
to the end of that road. 

Mr. Arnorp. Well, could you supply, in addition to the other infor- 
mation, what new fabricating facilities will be coming in during the 
next 

Mr. Wumor. That is not included in the interrogatory ? 

Mr. Arnor. No. 

Mr. Wiimor. Yes. 

Mr. Arnotp. One other question. 

With reference to the North American concept, it would be my feel- 
ing—and I would like your judgment on it—that any expansion in 
Tisya would definitely not fall within this North American concept, 
for the obvious reason that it is the upper end of Alaska, as I under- 
ty it, and very close to Russian airbases, and for the other reason 
that—— 





















































ALUMINUM INDUSTRY 


Mr. Yates. Tisya is at the foot of Alaska. 
Mr. Arnotp. The foot of Alaska. 

Mr. Yates. Right verging on Canada. 

Mr. Wiimor. We consider that this conforms very definitely to the 
desire for dispersal; that would be one of the safest places to add, in 
our opinion, to the production in the North American Continent. It 
would be ideal for that purpose. 

Mr. Yates. Why do you say the safest place? It is much closer . 
to Siberia than any of your other places. 

Mr. Wiimor. Yes, but the nature of the construction is such, and 
the general climate—— 

Mr. Yates. You mean nobody would want to go up there because of 
the climate? 

Mr. Wiimor. I don’t think I would want to live there myself. 

The powerplant is back in the mountains, it is somewhat in the same 
situation as Kitimat, where they have a powerplant hollowed out of 
the solid rock. 

Mr. Arnotp. How would you ship it? Wouldn’t it be subject to 
submarine attack if it went b Veter! 

Mr. Wiimor. I am sure of this, Mr. Arnold; I am sure the matter 
has been discussed with military people. Obviously, we would do that. 

Mr. Yares. Has the military asked you to expand Tisya? 

Mr. Wiimor. I meant as to vulnerability of location; 1 am sure that 
would be discussed with them. 

. Mr. Arnotp. One final question. 

The Congressmen have indicated an interest in aluminum beer cans, 
and I have an interest of my own; I have been carrying around a great 
big wooden baby playpen, and it has been suggested that maybe you 
can make cheap and light baby pens out of aluminum. 

In the future consideration of expansion, I think we should keep 
that in mind. 

Mr. Witmor. I think we should make that a project entirely for 
your benefit. 

Mr. Yates. Any other questions? 

(No response. ) 

Mr. Yares. If there are no questions, we want to thank you, Mr. 
Wilmot, for coming in and telling your story and giving us the bene- 
fit of your advice. 

Mr. Wiuimor. I thank you very much. We are delighted to have 
an opportunity to do so. 

Mr. Yates. The committee will adjourn to a quarter after 2, at 
which time we will hear Mr. Borton. 

(Whereupon, at 1:10 p. m., the subcommittee recessed to reconvene 
at 2:15 p.m. of the same day.) 


AFTERNOON SESSION 


Mr. Yates. The hearings will come to order. 
Our next:witness is Mr. John C. Borton. 
Will you come forward, please, and state your name for the record ? 
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STATEMENT OF JOHN C. BORTON, DIRECTOR, OFFICE OF EXPORT 
SUPPLY, ACCOMPANIED BY JOHN H. KILBY, DIRECTOR, MA- 
TERIALS DIVISION; AND VIRGINIA TOROSAN, CHIEF, NON- 
FERROUS METALS DIVISION, BUREAU OF FOREIGN COMMERCE, 
DEPARTMENT OF COMMERCE 


Mr. Borton. My name is John C. Borton. 

Mr. Yates. And what do you do, Mr. Borton? 

Mr. Borton. I am Director of the Office of Export Supply, Bureau 
of Foreign Commerce. 

Mr. Yares. Do you have a statement? 

Mr. Borton. I do, sir. 

Mr. Yares. The committee would be pleased to receive your state- 
ment. 

Mr. Borron. Thank you. 

Mr. Yates. You may proceed. 

Mr. Borron. Mr. Chairman and gentlemen of the committee, my 
name is John C. Borton. I am Director of the Office of Export Supply 
in the Bureau of Foreign Commerce, Department of Commerce. My 
office is responsible for the administration of United States export 
controls. 

At the invitation of your chairman, I have been asked to make a 
statement on the subject of the United States export control program 
for aluminum scrap, with particular reference to the statements of 
May 18 before this committee by Mr. Carl H. Burton, secretary of the 
Aluminum Smelters Research Institute, and Mr. James W. Wolfe, 
secretary of the Nonferrous Founders’ Society. 

At the outset, I believe it would be useful for the committee to have 
a brief statement of the legislative provisions and policymaking pro- 
cedure governing export control policy determinations. 

The Export Control Act of 1949, as extended by Public Law 62, 83d 
Congress, provides as follows: 

Sec. 2. It is the policy of the United States to use export controls to the extent 
necessary (a) to protect the domestic economy from the excessive drain of 
scarce materials and to reduce the inflationary impact. of abnormal foreign 
demand; (b) to further the foreign policy of the United States and to aid in 
fulfilling its international responsibilities; and (c) to exercise the necessary 
vigilance over exports from the standpoint of their significance to the national 
security. 

Src. 4 (a). In determining which articles, materials, or supplies shall be 
controlled hereunder, and in determining the extent to which exports thereof 
shall be limited, any department, agency, or official making these determinations 
shall seek information and advice from the several ‘executive departments and 
independent agencies concerned with aspects of our domestic and foreign poli- 
cies and operations having an important bearing on exports. 

Pursuant to this latter section, the Secretary of Commerce has 
established a permanent interagency committee to advise him on such 
matters—the Advisory Committee on Export Policy. The Committee 
membership includes the Departments of State, Defense, Commerce, 
Agriculture, Interior, Treasury, the Atomic Energy Commission, and 
the Foreign Operations Administration. 

This Committee, its staff, and subcommittees, carry on a continuing 
review of all aspects of the United States export control policy, both 
from the point of view of the United States security objectives and 
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from the point of view of commodities in short supply in the United 
States. Export control policy on commodities involving short-supply 
factors is reviewed each calendar quarter or more often if conditions 
warrant. 

In line with the intent of Congress that the Export Control Act be 
used only to the extent necessary to accomplish the objectives specified 
in the act, quantitative controls on aluminum exports were not imposed 
until it became evident that an unprecedented domestic demand for 
primary and secondary aluminum had engendered an overall shortage 
of these materials in the United States. 

Perhaps at this time it would be useful to outline briefly the history 
of export controls on aluminum scrap in recent years. There was no 
significant export movement of this material prior to the latter half 
of 1953. At that time, the trend of monthly exports began to rise. 
Mindful of the importance of the aluminum smelting industry and its 
dependence upon aluminum scrap as its basic raw material, close 
surveillance was maintained over the new export trend by officials of 
the Department, including the Business and Defense ete Ad- 
ministration and the Bureau of Foreign Commerce to determine what 
effects, if any, the newly increased foreign demand would have on 
United States supply. Officials of these agencies discussed the matter 
at length with representatives of the aluminum-smelting industry 
who, fearful of the increased aluminum scrap export volume, favored 
the immediate imposition of a severe quantitative limitation on 
exports. 

Officials of the Department pointed out that unless it could be 
clearly demonstrated that an actual shortage of supply existed in 
the domestic market, and that the export movement of aluminum 
scrap was a contributing factor, the Department was not in a position 
to impose severe quantitative limitations on exports. 

In conjunction with the programed quarterly review of export 
policies, the aluminum scrap-export program was again examined in 
the first. part of 1954, and in view of the supply-demand situation 
at that time it was decided to impose certain licensing restrictions 
designed to assure that only those applications for export licenses 
would: be approved which involved material covered by firm financial 
commitments of foreign buyers. This measure was intended to pre- 
vent speculative purchases for export and to minimize possible infla- 
tionary effect of foreign demand on the United States price structure. 

These restrictions and close surveillance prevailed throughout the 
rest of the year. Although exports.continued more or less unchanged, 
there was no evidence of a scrap shortage or of an abnormal increase 
in its price. The smelters appeared to have no difficulty in securing 
ample supplies of raw material since they were able to increase their 
inventories of alloy ingot.in 1954. According to Bureau of Mines 
statistics, their average monthly inventories in 1954 were 41 percent 
greater than in. 1953, and 38 percent greater than in 1952. 

Although their inventories of scrap in 1954 showed no increase, 
this can be explained as due to periodic declines in demand for alloy 
ingot which occurred at various periods throughout the year. 
ring the first quarter of 1955, an unprecedented domestic demand 


developed for both primary and secondary aluminum as a result of 
the vastly increased requirements of the automotive, appliance, steel, 
and other aluminum consuming industries. 
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Increased demand for aluminum die castings and foundry products, 
which are produced largely from secondary alloy ingot, served to 
raise the price level of such secondary materials. 

On March 23, 1955, the Office of Defense Mobilization took steps to 
alleviate the current stringency in the aluminum market by reducing 
its purchases of aluminum for the stockpile during the first half of 
1955 by 75,000 tons. Simultaneously it was decided that limitations 
on the export of scrap as well as ingot were necessary in order to 
forestall any attempt on the part of foreign consumers to draw upon 
the United States for additional supplies during this emergency 
period. 

An export quota of 9,000 short tons, approximately the rate of actual 
shipments in 1954, was therefore established on aluminum scrap for 
the second quarter of 1955. It was felt that further restrictive meas- 
ures were unwarranted inasmuch as scrap exports represent only about 
1.5 percent of the total domestic supply of aluminum metallics. 

Recent developments here and hioud seem to confirm the wisdom 
of this decision. The high prices of February and March of this year 
practically priced the United States out of the world aluminum scrap 
markets, and although the domestic prices of alloy ingot and scrap 
have declined sharply from the high levels reached in February—March 
of this year, the foreign demand for United States supplies has been 
so slight that less than one-third of the 9,000-ton quota for the current 
quarter has been applied for and licensed. Unless there is an unex- 
pected change in world demand, the full 9,000-ton quota will not be 
used. 

At this point, I have only one specific comment with reference to 
Mr. Wolfe’s statement of May 13, 1955, to the committee. 

On page 4 he mentions that at no time within the past year and a 
half has the foundry industry been consulted by the Phiten of For- 
eign Commerce through an advisory committee meeting. Under an 
administrative agreement between the Business and Defense Services 
Administration and the Bureau of Foreign Commerce, the latter limits 
its advisory committee meetings to firms engaged in the export 
business. 

We have been informed by Business and Defense Services Adminis- 
tration that they have had no requests for a meeting of the Aluminum 
Castings Industry Advisory Committee since their meeting in Novem- 
ber 1952. 

However, both the Bureau of Foreign Commerce and the Business 
and Defense Services Administration have been in constant touch with 
individual members of the industry and are familiar with their views. 

Most of the other issues which Mr. Wolfe has raised are similar to 
those raised by Mr. Burton in his statement before your committee on 
May 18, and I will attempt to cover them jointly. 

On page 4 of Mr. Burton’s brief, he indicates that the United States 
has always been a substantial importer of scrap. It is true that dur- 
ing the postwar years of 1948-50, in addition to the customary supplies 
from Canada, substantial amounts of war-generated scrap were re- 
ceived from Japan, West Germany, and other Western European 
nations interested in acquiring dollars. ‘ 

However, prior to and subsequent to the years mentioned, our im- 
ports, in relation to the supply generated in the United States, were 
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not significantly large. A reversal, therefore, of our position from a 
net importer to a net exporter in the recent period was not surprising 
and was bound to materialize as soon as foreign war-generated stocks 
had been depleted. The countries which I have mentioned have been 
the primary recipients of United States aluminum scrap since late 1953. 

In his statement, Mr. Burton has made several allegations with ref- 
erence to the adverse impact of exports on domestic supply and prices. 
Both Mr. Burton and Mr. Wolfe have indicated that the recent ab- 
normal pressures from export markets have forced smelters’ alloys to 
points substantially above the posted prices of virgin producers for 
comparable alloys, whereas the normal relationship is at, or slightly 
below, producers’ quotations. 

In this connection, smelters’ alloys at various times throughout the 
— years have been quoted above the prices of primary producers’ 
alloys. 

In 1953, for example, when exports were relatively insignificant, 
the price of smelters alloy ingot was quoted above that of primary 
during a large part of ahs year. It is apparent that the level of 
domestic demand for aluminum alloy ingot is and has been the 
primary influence on prices. 

In further illustration, I wish to note that during the rising domestic 
price trend on aluminum scrap and alloy ingot which occurred from 
January to April this year exports of aluminum scrap were actually 
lower than had been the case in earlier months. 

Mr. Burton points out that stockpile releases of virgin aluminum 
to the smelters historical customers, the small foundries and die- 
casters, will prove detrimental to the smelters unless at the same time 
exports of scrap are curtailed to depress domestic prices and permit 
smelters products to be priced competitively with those of virgin 
producers. Since, as indicated earlier, smelters ingot quotations were 
actually higher than primary ingot quotations when exports of scrap 
were practically nil, the possibility that a curtailment of exports will 
serve to bring about the desired stablization in the secondary alloy 
prices is unlikely. 

On page 9, Mr. Burton suggests that if exports of aluminum scrap 
are necessary for international reasons, other segments of the alum- 
num industry should export a larger proportion of their production 
in order to alleviate the foreign demand for scrap. 

I believe such a measure would be completely contrary to our con- 
cepts of free-markets and enterprise. We do not try to force foreign 
countries to take certain materials which may not be geared to their 
economy, nor, except in time of national emergency, does the Govern- 
ment require United States producers to sell for export a given product. 

I have confined my remarks to those points raised by Mr. Wolfe and 
Mr. Burton which concern activities dealing with export control 
matters. 

The other issues raised by these gentlemen involve matters on which 
testimony has already been or will be given by members of other 
agencies of the Government. 

In conclusion, I wish to make the following comments : 

The Department has periodically investigated every aspect relating 
to the aluminum scrap situation in connection with the proposals 
which have been made by the aluminum-smelting industry that ex- 
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ports of aluminum scrap be further curtailed. These reviews have 
disclosed no evidence to justify the imposition of the severe quantita- 
tive limitations which have been proposed by the aluminum-smelting 
industry. We are continuing to watch deste ments in the domestic 
market as well as abroad very carefully. Should any material chan 
occur which would warrant the imposition of more regiorous controls 
over exports, you may be assured that the necessary measures will be 
taken promptly. 

Meanwhile, we believe that no further regulatory action should be 
taken by Government since we agree with Mr. Burton’s statement of 
May 18, 1955: 

I do not know of nor haye I been able to find one single case where any 
foundryman or die caster has been unable to get ingot from smelters if he was 
willing to pay the quoted market price. 

Mr. Yates. Thank you, Mr. Borton. 

The table which has been handed to us, showing the United States 
exports, imports and licensing, 1939-55, of aluminum scrap, shows 
that 1954 was, indeed, an unusual year, does it not? 

Mr. Borton. It was. 

Mr. Yates. Do you not think that it was unusual enough to have 
warranted your attention in imposing export restrictions? 

Mr. Borron. The restrictions which we imposed consisted of re- 
quiring a letter of credit or other evidence that there was a firm order 
held by the United States shipper. The intention there was to limit 
the amount of outstanding paper, and to be sure that licenses which 
were issued actually represented firm business and firm demand 
abroad. 

The feeling, however, was that there were sufficient supplies of 
scrap available to permit local industry to operate at normal rates and 
still at the same time permit this drain on our supplies. 

Mr. Yates. In this respect, of course, all of the witnesses who have 
been before this committee disagree. They say that there should be 
some type of restriction on export in view of the shortage of primary 
aluminum that exists in this country. 

Mr. Borron. There is at the present time a quantitative limitation 
of 9,000 short tons per quarter, but the foreign demand 

Mr. Yares. Is this adequate, in your opinion, to protect the Ameri- 
can aluminum industry? 

Mr. Borron. I believe it is, sir. If we take the relationship of 
scrap to total aluminum metallics, as I indicated, the total amount is 
only 114 percent. 

I do not think it is fair to assume that serap is totally substitutable 
for the primary aluminum. That isnot true. But there is an area of 
substitutability, so that if we look at the whole problem, 114 percent 
is not going to make or break the economy of the aluminum industry. 

Mr. Sueenan. In arriving at the quota for 1955 which you said is 
roughly 9,000 tons per quarter or 82 million pounds per year on the 
same ratio, what basis did you take for arriving at that figure? I 
swe that the year before the exports were around 78 or 79 million 
pounds. 

Mr. Borron. Yes, sir; this is slightly below the rate of 1954, but 
only very slightly. 

Mr. SureHan. However, 1954 was a very abnormal export year, be- 
cause prior to that time there were practically no exports. 
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Mr. Borron. That is correct. 

First, I should make the point that the program is decided by the 
Secretary’s office. 

Mr. SuerHan. The Secretary of Commerce ? 

Mr. Borton. By the Secretary of Commerce; yes, sir. 

The Bureau of Foreign Commerce is a representative on the ad- 
visory committee. 

The final decision, however, is made by the Secretary. 

I do know from the discussions around the committee table that the 
feeling in general was that this would place a reasonable limitation on 
the total amount of scrap exports; that it would permit the continued 
operation of the scrap-collection industry in the United States at a 
normal rate; that it would provide a steady flow of supplies, particu- 
larly to West Germany, which has been the main purchaser of scrap 
from the United States and which needed these supplies as part of its 
whole reactivation of its economy. 

Mr. Surenan. Who decided what was going to help Western Ger- 
many, the Secretary of Commerce, or the Baattaiy of State? 

Mr. Borron. This decision is the Secretary of Commerce. The 
Secretary of State is also represented through membership on the 
advisory committee to the Secretary of Commerce, but under the Ex- 
port Control Act, the delegation of authority from the Congress is to 
the President and from him directly to the Secretary of Commerce. 

Mr. SuerHan. Was there any question about our foreign policy 
being involved in your setting this quota ? 

Mr. Borron. I think it is fair to say that the Department of State 
was interested in the foreign policy and there was general agreement 
that the 9,000-ton quota was a fair and reasonable one. 

Mr. Sueenan. Thank you. That is all. 

Mr. Arnotp. Just to pursue Congressman Sheehan’s questioning a 
little bit, from this statement you have just read, at least I got the 
oe that the considerations going into your present export 
policy were primary economic considerations and not international 
responsibility. 

Mr. Borron. I think that is a fair assumption. Certainly, there was 
interest in supplying the needs of friendly foreign countries, but I 
think the primary consideration was an attempt to balance the various 
pros and cons on.our domestic economy. 

Mr. Arnortp. What check did your agency make with reference to 
the requirements of itdingiprated users of secondary aluminum? Did 
you make any survey of their needs, either the beginning of 1955, or 

ave you made a recent survey of the needs and requirements of the 
historic users of secondary aluminum ? 

Mr. Borron. We did not, because under the system which the Secre- 
tary has followed in the establishment of this committee, we consider 
that the Business and Defense Service Administration is primarily 
responsible for representing around the committee table the interests 
of domestic industry. 

We consider that the Bureau of Foreign Commerce is primarily 
responsible for representing the interests of foreign countries. 

Mr. Arnotp. Did not the BDSA recommend more stringent restric- 
tions than those actually imposed by the Department of Commerce? 

Mr. Borron. I think that the fair answer to that is that there are 
always differences of opinion around the table, because of the differ- 
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ences in primary responsibility of the different agencies of Govern- 
ment. 

However, when this matter finally came up before the committee 
there was general agreement that the 9,000 ton was a reasonable 
compromise figure. And so far as I can recall there was no dissent 
from the recommendation of the chairman when he made that recom- 
mendation to the Secretary. 

Mr. Arnotp. There was no dissent by BDSA ? 

Mr. Borron. No, sir. 

Mr. Arnoxp. This is a compromise from what? What was the 
other extreme which you were compromising ¢ 

Mr. Borton. Obviously, the two extremes—one is an embargo and 
the other is no control except for security reasons. And while those 
two extremes were not necessarily the positions taken, the final pro- 
gram was one on which there was agreement and on which there 
was no appeal. 

Mr. Arnotp. There were no controls in 1954; were there ? 

Mr. Borton. Yes; there were. There were the controls which were 
imposed to the requirement 

Mr. Arnotp. The shipping order ? 

Mr. Borton. Of a letter of credit and that is a rather effective 
method of freezing out any speculative operation, because to open a 
letter of credit involves considerable expense. 

Mr. Arnoxp. It certainly was not effective in restricting scrap ex- 
ports, as we know, because we had a phenomenal increase in 1954. 

Mr. Borton. We did, because the demand was firm, but there 
was a feeling that licenses were being issued which hung over the 
market and upset the market for business which was not firm, and it 
was for that reason that we imposed the requirement of a letter of 
credit in order to be sure that the applications covered firm business. 
However, it did not limit the actual flow of merchandise, as you 
indicate, because the demand was a solid one. 

Mr. Arnoxp. It does not seem to me that your export quota or your 
export restrictions actually set was very much in the nature of a com- 
print because the practice was almost the same as the policy you 
rad in 1954. 

Mr. Borton. At the time the quota was originally set, I think it was 
generally expected that the demand would continue as it was during 
the first quarter of this year, but what actually happened was that the 
United States prices went up so high that the prices abroad were 
lower, and the demand vanished. . That is the situation at the present 
time. 

Mr. Arnoitp. You make a quarterly review ? 

Mr. Borton. We do, sir. 

Mr. Arnotp. When will your next review be ? 

Mr. Borton. Probably within the next 2 weeks. 

Mr. Arnotp. Have you made any checks, or have you made an 
surveys which would indicate the situation is quite drastically dif- 
ferent or, at least, different in some degree than the situation was in 
the beginning of 1955, in January ? 

Mr. Borton. We have not yet made up our minds as to what our 
recommendations will be around the committee table. 

It is clear, however, that at the present time the foreign demand 
does not even absorb the full amount of the quota. Therefore, the 
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quota theoretically has not any restricting effect on the flow of exports 
under present conditions. 

Mr. Arnotp. I believe you said in your statement that the actual 
shipments are one-third less than that which was allowable. 

Mr. Borron. No, sir; that was not exactly what I said. What I 
said was that up to the present time in this quarter the number of 
ee received have been slightly less than 3,000 tons, but we 
will continue to receive applications for the next 2 weeks. 

We announce filing dates and the cutoff date is June 6, so that we 
will know by June 6 the total amount of applications to be received 
against this 9,000-ton quota. But judging by the rate in which the 
applications are coming in now, we will not get 9,000 tons of applica- 
tions in. 

Mr. Arnotp. What are your most recent available figures for 
monthly exports? Do you have them for April and May? 

Mr. Yates. That is in there. We have that. 

Mr. Borron. You have the figures before you, sir. 

Mr. Arnotp. I was wondering how these compared with the 
monthly shipments in 1954, whether they are greater or less or sub- 
stantially the same. 

Mr. Borron. If you will wait just a second, I think I can give you 
the monthly figures. 

Mr. Yates. While you are looking for them, let me pursue this. I 
do not understand your statement that you will not approach 9,000, 
that is, per quarter. 

Mr. Borron. That is per quarter. 

Mr. Yates. Because I notice for the first 4 months you have already 
got 9,000 tons. ‘ 

Mr. Borton. The 9,000 tons is a publicly announced quota which 
we announced in a bulletin for anybody to come in and apply against. 
Then we announce a deadline period of time in which the application 
must be filed. So we can see whether or not the applications will 
exceed the total amount of the quota. We only do that when we 
expect the quota to be heavily oversubscribed. 

his was not heavily oversubscribed. Over half of the time has 
expired for people to file, and usually they get their applications in 
early, and we are still only a third of the quota used up. 

Mr. Chairman, I would like Miss Virginia Torosan, Chief of our 
Nonferrous Section, to answer that question. The figures which we 
have are not precisely comparable with the ones reported, but I think 
it could be helpful. 

Mr. YareEs. She may answer. 

Miss Torosan. Gentlemen, in this statistical report you will notice 
that February exports ex Canada were 3,076 short tons. That figure 
compares with monthly exports during 1954 favorably. 

The remainder of the export figure shown for January, March, and 
April are lower than those in 1954, with the exception of 1 month, 
and that was January 1954, in which 1,645 short tons were exported. 

Mr. Arnotp. We have received testimony from primary producers 
today and also from extruders, that what they consider a shortage in 
serap is, in turn, putting a heavy demand upon primary aluminum. 
I just was wondering whether you are aware of that situation, whether 
that has been taken into consideration by your agency, by your de- 
partment. 

70669—56——19 
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Mr. Borton. I think it is fair to say that‘in establishing a quantita- 
tive limit of 9,000 tons, the Secretary did recognize that there was a 
shortage, because we normally do not establish a quantitative quota 
unless there is a recognition of a shortage, so that that was intended 
to recognize exactly that situation. 

Mr. Arnoxp. I certainly do not want to be argumentative, but again 
I do not see how that could be regarded as any substantial relief. It is 
so close to the 1954 exports that 1 do not see how that could be regarded 
as having any effect, or could be pursuant to your policy to prevent 
inflationary spirals in the domestic market. 

Mr. Borron. At the time that discussion took place—at the time the 
quota was announced—we expected the export demand to substantially 
exceed 9,000 tons a quarter. So it was assumed at that time that that 
would be a subsantial cutback over the probable demand. That did 
not develop. There is no question about that. j 

I might add that at that same time the United States price was 
falling. 

MuTAcstena If you received information which showed that quite 
a number of historic users of secondary scrap were having difficulty 
in getting their scrap at a firm price, would that be taken into con- 
sideration by you in this review of the first quarter, upon your review 
of your export policy ¢ 

Mr. Borton. Yes, sir, it would, because one of the purposes of the 
act spelled out by the Congress is that the act should be used to prevent 
an unusual inflationary impact on price due to foreign demand. 

Mr. Arnowp. If those figures were correct, and since we do not 
not have any particular international problem, then I would assume 
that you would be dutybound, almost, to further restrictions in the 
export of secondary scrap. If you do not make your decision upon 
that basis, upon the basis of the needs of the users of the United 
States—upon the basis of the inflationary tendency—what other basis 
could you use ¢ 

Mr. Borron. The reason that a quota of that magnitude was deter- 
mined upon, I believe, was because we have never yet had any evidence 
that a single foundry has been unable to get the necessary ingot to keep 
its production going. 

Mr. Arnoup. At a fair price; in other words, has he been able to 
get it at fair price? 

Mr. Borron. Well, the prices, certainly, have been higher, but the 
fact remains that the price has been constantly dropping during the 
last 2 months. There has been a substantial drop in price. 

And if a chart would be helpful, we did bring along a chart show- 
ing the relative relationship of the cost of primary ingot and second- 
ary ingot, and also of scrap. And the price drop in recent months 
has been substantial. 

Mr. Arnoip. Do you also confer with the Office of Defense Mobili- 
zation in reaching your export policy ? 

Mr. Borton. Yes, sir; they are on the Advisory Committee, also. 

Mr. Arnotp. And what significance in your own policy determina- 
tion did the fact play, if it were a fact, that we were perha ing 
to have a serious deficit in the amount of aluminum sudiehin. Ya for 
stockpile and for domestic consumption ? 
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Mr. Borron. The quantitative limitation, the 9,000-ton quota was 
announced and imposed within 3 or 4 days after the ODM announced 
the diversion from the stockpile acquisition of the 75,000 for the 
first 6 months of this year. Our action, although it followed within 
a week of theirs, was intended to supplement theirs, and was taken 
with the knowledge and consent and complete agreement of ODM. 

Mr. Arnowp. It did not make any more secondary metal available, 
though, than was already available? 

Mr. Borron. No, it did not. : 

Mr. Arnotp. It did not make any additional available—it kept a 
further drain from happening ? 

Mr. Borton. That is true. 

Mr. Arnow. That is all. 

Mr. Yates. Thank you very much, Mr. Borton, for coming in, 
and also thank your assistants for coming in, and telling us the story. 

I would like to make this tabulation a part of the record, showing 
the condition of United States exports through the period 1939-55. 

(The tabulation is as follows:) 


Aluminum scrap—United States exports, imports, and licensing, 1939-55 
[In short tons] 























mports Exports Ue aiiie 
for ae, ee 
con- con- 
sump- Ex sump- 
tion Canada| Total a 
Ao Lee 799 | 68, 247 
Rr ae ei wh 5 1, 392 6, 280 16, 479 
e 55 SEL sebtinats oo; kl 496 1, 027 6, 997 
BM WR oS oie 5 oa oe oe 4, 460 4, 582 26, 724 
241 = see ieee 5 Se 39, 179 | 39,338"| 14,725 
1, 784 || 1955—January__._....__. 2, 2, 399 , 039 
5, 168 February_......... 3,076 | 3,076 717 
14, 541 | 2,071 | 2,074 2, 096. 
15, 719 MONE Ys 525252562585 1, 691 1, 691 () 
71, 742 a ees *.-. 52 cs 874 875 (2) 
40, 221 
LICENSING 
el ait OE. Din ocnnsebdiniitonscceake 16, 192 ae Dnbkeanadichddlimsnasmmassitodmmninad 4, 386 
Se ei ibdelelil atin aco ccdeiiinkh«sccnnales Z Sti tenattie ditties sonegedemhannies 
SE  eetiencnondandéedstdvuscswonkis * PN ina dtocdtiden co cescesacecen 2, 120 
e 


ees eee wee ce we cece ecesceccececs y 


1 Special report from Bureau of the Census. Figures are preliminary. 
2 Not available. ° . 
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Monthly report (1952-55) of stocks, receipts, and consumption of purchased 
aluminum-base scrap in the United States * 


[Short tons, gross weight] 
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Monthly report (1952-55) of stocks, production, and shipments of secondary 
aluminum pig and ingot * 


[Short tons, gross weight] 
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Source: Bureau of Mines. 
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Mr. Yates. We will adjourn now at this time until 10 o’clock to- 
morrow morning. 
(Whereupon, at 3 p. m., the subcommittee recessed, to reconvene 
at 10 a. m., Wednesday, May 25, 1955.) 
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WEDNESDAY, MAY 25, 1955 


House or REPRESENTATIVES, 
SuscomMiIrree No, 3 oF THE SELECT COMMITTEE 
To Conpucr a Srupy anp INVESTIGATION 
OF THE ProsLeMs or SMALL Bustrness, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:25 a. m., in room 
362, House Office Building, Washington, D. C., Hon. Sidney R. Yates 
(chairman of the subcommittee) presiding. 

Present: Representatives Yates, Sheehan, and Steed. 

Also present: George L. Arnold, Irving Maness, subcommittee 
counsel ; Katherine C. Blackburn and Clarence D. Everett, staff mem- 
bers; Victor P. Dalmas, assistant to minority members. 

Mr. Yates. The hearings will come to order. 

Mr. Rhoades. 


STATEMENT OF D. A. RHOADES, VICE PRESIDENT AND GENERAL 
MANAGER, KAISER ALUMINUM & CHEMICAL CORP., ACCOM- 
PANIED BY WILLIAM J. EDMUNDS, METAL CONTROL MANAGER, 
KAISER ALUMINUM & CHEMICAL CORP. 


Mr. Yates. Mr. Rhoades, the committee is pleased to have you with 
it this morning, and we would be pleased to have your statement. 

Would you state your name ik residence for the record, together 
with your title? 

Mr. Ruoapes. I am very happy to appear before the committee this 
morning. My name is D. A. Rhoades, vice president and general man- 
ager of Kuisor Aluminum & Chemical Corp. 

Mr. Yates. Where do you live, Mr. Rhoades ? 

Mr. Ruoapes. I live in California. 

Kaiser Aluminum welcomes this opportunity to explain the part 
it is playing in supplying present santas requirements for aluminum 
and aluminum products. 

The present market is the largest in history. During the first quar- 
ter of 1955, total consumption of aluminum products reached a new 
alltime high, and this rate is continuing through the present quarter. 

Our shipments in all products are at record levels and assuming 
stockpile acquisitions at the present rate our shipments of primary 
pig, ingot, and billet to nonintegrated users will this year amount to 
more than 210 million pounds. 

This permits a tremendous expansion of nonintegrated casting and 
nonintegrated extrusion operating levels. Kaiser will during 1955 
deliver more pent y metal to these nonintegrated users and the na- 
tional stockpile combined than we produced in all of our reduction 


facilities in 1951. We are proud of this accomplishment which demon- 
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strates our continuing endeavor to supply a large share of the market 
for primary metal to the senieiaeaal users. 

I have attached to my statement a chart showing the primary pig, 
ingot, and billet sales of our company to nonintegrated users for each 
year since we started business. 

(The chart referred to is as follows :) 


KAISER SHIPMENTS OF PRIME PIG, INGOT & BILLET 
TO NON-INTEGRATED USERS 
MILLIONS OF POUNDS 


too — 


Mr. Ruwoapes. The chart appears over there on the easel in a larger 
form if the committee would like to view it from their positions. 

I would like to point out that the amount of metal sold to non- 
integrated users each year has increased substantially. Based on the 
present level of stockpile deliveries, our primary sales to noninte- 
grated users this year will be 210 million pounds compared to 13614 
million pounds for the year 1954. 

I have also included a chart showing the billet sales by our com- 
pany to extruders for each year. I should like to point out that since 
the commencement of our supply contracts in 1952 our sales of billets 
to extruders have increased from approximately 33 million pounds to 
an estimated 98 million pounds for this year. 

In addition to billets, we will this year deliver 37 million pounds 
of primary pig to extruders, This will increase total sales to ex- 
truders this year to 135 million pounds compared with 1952 total 
billet and pig sales to extruders of 37.5 million pounds. 

Domestic primary production is setting new record highs almost 
monthly and the availability of prime metal to nonintegrated users 
and to processors of omnibebeaeetal roducts alike is due in a large 
measure to the foresight of those who conceived, planned and exe- 
cuted the supply contracts covering the 1,300 million pound expan- 
sion program effected since 1951. 

(The chart referred to follows :) 
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The cooperation of all Government agencies in the administration 
ofthese contracts has enabled Kaiser Aluminum to maintain a steadily 
increasing flow of metal to nonintegrated users and users of semifab- 
ricated products and to supply on a current. basis requested quanti- 
ties of primary metal to the Government stockpile. 

The magnitude and duration of the current record high consump- 
tion rate plus the high stockpile requirements has created an un- 
balance between supply and demand. While all sections of the in- 
dustry are operated at record highs there are those who request still 
more metal and the temporary unbalance thus created requires the 
producers to exercise control over their sales to avoid exploitation 
by speculators and by those who would compound the problem by 
building abnormal inventories. 

There are also many nonintegrated users who depend upon pri- 
mary metal as a major source of their supply as contrasted with others 
who normally use scrap and secondary metal as their principal source 
and who purchase primary metal only when the price of primary metal 
is favorable. In times of shortage, proper consideration must be 
given to these facts. 

The difficult responsibility of making the judgments necessary to 
control such matters represents a challenge which has been met by 
Kaiser Aluminum, and in our opinion by the entire primary industry. 
We further believe the percentage of error and volume of complaints 
have been relatively small and that intelligent review and coopera- 
tion between the Government, the producers, and the nonintegrated 
users will clearly indicate a solution satisfactory to all. 

In the matter of stockpile relief, Kaiser Aluminum was notified 
on March 1, 1955, that its second quarter stockpile would be reduced 
approximately 18 million pounds. On March 24 further notice was 
given of an additional reduction of approximately 35 million pounds. 
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In each, Kaiser was booking orders for pig, ingot, and billet in 
anticipation of the relief and in an effort to maintain a maximum uni- 
form flow of metal to nonintegrated users as a group. 

We are supplying 53 million pounds more prime metal to noninte- 
grated users during the first two quarters of 1955, the period of the 
present stockpile call, than will have been possible without this 
relief. 

We did not after the March 1 announcement, nor after the March 
24 announcement, designate certain orders as being from the stockpile 
reduction since we consider it more equitable to our customers to pool 
the quantity thus made available with the quantity which we would 
otherwise be able to deliver. If we so designated the orders, it might 
be considered we were classifying our customers between those whom 
we considered as permanent and those whom we considered we were 
selling only on a temporary and special basis. 

We have at all times exceeded our obligations to supply noninte- 
grated users under our supply congracts. 

With the tremendous number of orders received it is always pos- 
sible some inequities may have resulted in individual cases. We will 
be very glad to meet with representatives of this committee and have 
previously agreed with BDSA to review any complaints received with 
respect to furnishing metal to any of our customers and to endeavor 
to adjust inequities if such exist. 

May I remind this committee again that the aluminum industry is 
currently operating at the highest levels in history and that there is 
today more aluminum available to more people than ever before. Not- 
withstanding this fact, our company, and we understand other com- 
panies, are actively at work planning additional aluminum-reduction 
capacity. 

Mr. Yates. Thank you for your statement, Mr. Rhoades. 

May I refer your attention to page 4, where you state: 

In each case Kaiser was booking orders for pig, ingot, and billet in anticipation 
of the relief, and in an effort to maintain a maximum uniform flow of metal to 
nonintegrated users as a group. 

How did you know that the relief was going to be given? You say 
“in anticipation of the relief.” 

Mr. Ruoaves. That is correct. Under our supply contracts there 
is a provision which reads as follows: 


If, after receiving the notice from the Government of the amount of aluminum 
it elects to purchase as provided in subparagraph A hereof, the contractor finds 
that the quantity ordered by the Government for any 6 months’ period is such 
that it may be impossible for the contractor to fulfill its prior commitments 
to such other customers as are nonintegrated users, contractor may advise the 
Administrator of such fact. The Administrator shall thereupon review the quan- 
tity ordered by the Government, and if under all the circumstances the Admin- 
istrator considers it advisable, he may reduce the quantity ordered by the 


Government. 

That is part of the reason. 

Mr. Ruoapes We discussed that very matter with the Admin- 
istrator. 

Mr. Yates. When you say “the administrator,” whom do you mean ? 
The administrator of what? 

Mr. Ruoapes. We discussed that matter in February with Mr 
Flemming of ODM. 
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Now, here is a little more background for you. On J pueery 28 we 
had discussions with BDSA with respect to stockpile relief. In other 
words, this matter was under discussion with governmental agencies 
at that time. 

On January 31, 1955, we were informally advised by the ODM staff 
that the BDSA committee recommendations were being forwarded 
to Flemming for his consideration. 

Now in those BDSA meeting recommendations, it was recommended 
by the industry advisory committee that some reduction in stockpile 
be made, along with an extension of the time for delivery of the first 
quarter allocation for stockpile, the extension to 60 days of the time 
necessary to deliver the first 3 months of 1955. 

In other words, we had 5 months to deliver the 3-month call. 

On February 7 we were given the additional, officially given the 
additional 30-day extension. As I mentioned before, on February 16 
we had a meeting with Dr. Flemming, and he indicated in that meet- 
ing the possibility of relief under the circumstances that existed. 

Mr. Yates. At that meeting did he tell you that the Government 
was going to defer delivery of 25,000 tons to the stockpile? 

Mr. Ruoapes. We discussed 50 million tons, and also discussed the 
75 million pounds, but I do not recall his having made a positive state- 
ment at that time that that would be a fact. 

On February 19 we did, however, receive a letter from ODM ad- 
vising that action had been taken as a result of the February 16 meet- 
ing with Flemming with respect to the stockpile call. 

On March 1 we were informed further that the revised second 
quarter contract would be reduced by 18 million pounds insofar as we 
were concerned, that was our portion of the 50 million pounds. 

On March 11 we were issued a contract covering the second quarter 
call for a given amount. 

On March 24, a press release was issued by ODM stating that 150 
million pounds reduction in stockpile requirements for the first two 
quarters of 1955 had been granted 

Now, that is all prior to our official notice that. was continued in a 
letter of, I think, April 7, whereby the Government requested us to 
ship an additional amount over and above what we had previously 
been shipping, which was substantially over our obligations under the 
contract. 

Mr. Yates. You mean to non-integrated users? 

Mr. Ruoapes. I am talking about the nonintegrated users, yes. 

So you can see that we had clear indication—not catieals clear, 
but we took some risk in here—we thought it would be to the benefit 
of these nonintegrated users to have this metal. We had some metal 
in inventory that we were glad to give these people to try to satisfy 
this demand. 

Now Mr. Yates, we could have withheld that metal and adhered 
very closely to our legal obligations under the contract, and then re- 
leased that metal later. But we didn’t do it. We didn’t feel that it 
was fair under the circumstances whereby we had leased substantial 
quantities of metal over and above our legal obligations and from 
our inventories that the Government superimposed upon our releases 
an additional amount that was relieved from the stockpile. 

Actually we had official notification with respect to the first 18 
million pounds on March 1, and they came out with a letter on April 
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7 and asked us—and included the 18 million pounds that we had been 
formerly relieved of originally, and incorporated that in the 53 mil- 
lion pounds of relief, which was our portion, in the letter of April 7. 

We could not comply with that. 

Now insofar as the stockpile release is concerned, every ange pound 
of that has gone to the nonintegrated users, we have not 1 pound 
of it ourselves. I think the best proof of that is the simple fact that 
if we are not formally relieved of this obligation to the stockpile, we 
are going to have to put this metal in the stockpile, and that metal will 
have to come from the metal that we are furnishing to the noninte- 
grated users today. 

Mr. Yates. The portion of the stockpile that you were supposed to 
deliver to the Government and which was diverted was 53 million 
pounds ¢ 

Mr. Ruoapes. That is correct. 

Mr. Yates. Were your deliveries to nonintegrated users prior to 
this notice an amount over and above the 53 million pounds! 

Mr. Ruoapes. Yes; these figures might help you, Mr. Chairman—— 

Mr. Yates. You see, in our mind this is the question—at least in 
my mind—much of this depends on timing. You had made certain 
commitments to nonintegrated users before you got the notice from 
Dr. Flemming to make available 53 million more pounds to the non- 
integrated users. 

Mr. Ruoapes. Correct. 

Mr. Yares. Did you make available 53 million more pounds to 
the nonintegrated users than you had previously committed yourself 
to do? 


Mr. Reoapes. No; our commitment under our supply contract, as 


a result of the 150 million reduction m call, or 53 million pounds in- 
sofar as we were concerned, for the 6-month period, the 2 quarters, 
is approximately 70 million pounds, that is, after the reduction. We 
were delivered during this period 104 million pounds. So after Dr. 
Flemming’s reduction in the stockpile, as I said, we had an obligation 
to deliver 70 million. 

We are, however, delivering 104 million during those 2 quarters. 
So we not only delivered the 53 million reduction in stockpile but an 
additional 34 million. 

Mr. Yares. For the next two quarters of 1955 you have already 
scheduled deliveries to nonintegrated users, have you not ? 

Mr. Ruoapes. Yes. 

Mr. Yates. Can you tell this committee aproximately what that 
amount is? 

Mr. Ruoapes. I think that we furnished certain information re- 
quested in answer to questions 6 and 7, and I think that sets forth 
there the amount of commitments that we had during those quarters. 
Possibly it didn’t extend through the two quarters you have reference 
to, I don’t recall now. 

Mr. Yares. The schedule that we have shows bookings through 
September. 

Mr. Ruoapes. Yes. 

Mr. Yares. Does this mean that you don’t know what your orders 
for the quarter will be? 

Mr. Ruoaves. What do you mean by last quarter ? 

Mr. Yarrs. October, November, and December of 1955. 
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Mr. Ruoapes. No, I don’t believe that we know definitely what 
those deliveries will be, because the stockpile will have some bearings 
as to the quantities we are going to be able to deliver. 

Mr. Yates. But you do know now what you are fupposed to deliver 
to the stockpile in the last two quarters of this year! 

Mr. Ruoapes. I don’t think the call for the third and fourth quar- 
ters have been issued. 

Mr. Yates. By GSA? 

Mr. Ruoaves. GSA. 

Mr. Yarrs. Have they ordered only deliveries for the first two 
quarters? 

Mr. Ruoaves. To the best of my knowledge, that is correct. 

Mr. Yates. This is a rather amazing situation. How do you know 
what your situation will be, then, in the last 6 months? 

Mr. Ruoapes. We don’t know. We have to anticipate it, actually, 
according to the contract, they are supposed to inform us 60 days prior 
to the quarter. Now, that has elapsed. 

In other words, a quarter starts July 1, and the 60 days prior notice 
has passed. 

Mr. Yates. But ODM informed you as to what the deliveries for the 
stockpile are to be for the third quarter? 

Mr. Ruoapes. No; not the third and fourth quarters. 

Mr. Yates. How much advance notice are they to give you, 60 days? 

Mr. Ruoaps. Sixty days. There are only 40 days left now, but 
we haven’t received official notice as to what we are to deliver to the 
stockpile in the third quarter, either the third or fourth quarter. 

Mr. Yates. And the amount that you schedule for the nonintegrated 
users will, of course, depend on the amount ordered by ODM for the 
stockpile; will it not? 

Mr. Ruoapes. It will have a bearing on the total amount that we can 
deliver to them ; yes. 

Mr. Yates. Has ODM given you any informal, if not formal, indi- 
oon as to what its deliveries for the third and fourth quarters will 

Mr. Rnoapes. Not to my knowledge. 

Mr. Yares. Can you plan on only 60 days’ notice? Can you plan 
your schedules when you have only 60 days’ notice ? 

Mr. Ruoapes. It is a rather short time, the 60-day notice. But we 
have been able to plan with the 60-day notice. 

Mr. Yates. Will you be able to take care of all of your customers in 
the event that ODM diverts a portion of the delivery to a later date, 
depending, of course, on the amount ordered ? 

Mr. Rroapes. That is a very difficult question to answer. First, 
T don’t. know how much all of our customers might want; and No. 2, 
I don’t know how much may be diverted from stockpile. 

Mr. Yates. Have you any calculations at the present time as to 
what your requirements from nonintegrated users will be for the 
last. two quarters of this year? We have it for the third quarter in 
the figures you gave us. Do you have any idea at all as to what it is 
likely to be for the first quarter ? 

Mr. Rroapes. Well, what we tried to do in that respect is to not 
schedule too much until such time as we have definite information as 
to what quantities are going to be called for the stockpile. We are 
dealing with two unknowns there, you see. 
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Mr. Yates. Yes, I can see that you would have some difficulty in 
trying to project just what your delivery schedule would be. 

I would assume, however, that after what happened in connection 
with the diversion for the first two quarters an effort might be made 
to earmark the amount ordered from stockpile deliveries to noninte- 
grated users so it could be identified more specifically. Don’t you 
think that would be desirable? 

Mr. Ruoapes. I don’t understand what you mean by “earmarked.” 
As I stated in my statement, I don’t identify metal by pinking it one 
color if it is released from the stockpile. We put it into a pool and 
attempt to the best of our ability to distribute it equitably. 

Mr. Yates. Within your knowledge has there ever been any alumi- 
num taken out of the stockpile and used for civilian production ? 

Mr. Ruoapes. There may have been some years ago. I think some 
metal was sold out of the stockpile. Now, that was 7 or 8 years ago. 
But of late, since the expansion program, to my knowledge nothing has 
ever been taken out of the stockpile. 

Mr. Yates. The suggestion has been made to this committee that 
following the removal of controls in 1953 an amount of aluminum was 
taken from the stockpile and allocated to the companies for distribu- 
tion in civilian channels. Do you know anything about that? 

Mr. Ruoapes. Since 1953 ? 

Mr. Yates. Yes, early in 1953. 

Mr. Ruoapes. I don’t know of any such case, sir. 

Mr. Epmunps. Mr. Chairman 

Mr. Yares. Will you identify yourself for the record, please? 

Mr. Epmunps. William J. Edmunds. 

Mr. Ruoapes. He is our metal control manager. 

Mr. Epmunps. Mr. Chairman, I think that the only metal that we 
have knowledge of coming from a Government source is not stock- 
pile metal, and it was much earlier than 1953, it was metals reserve 
metal, - only metal that we have knowledge of in the years 1946 
and 1947. 

Mr. Yates. None was turned over by the Government early in 1953? 

Mr. Epmunps. Not to our knowledge. 

Mr. Yares. Kaiser is a member of advisory groups, the various 
advisory groups of the aluminum industry, is it not? 

Mr. Ruoapes. Yes. 

Mr. rae How many of them are there? You have a producer’s 
group ? 

Mr. Ruoaves. We have a producer’s group and a products group. 

Mr. Yares. I notice you have been having meetings of the producer 
group during the early part of this year. 

Mr. Ruoapes. That is correct. 

— Yates How many meetings of the product group have there 
been ? 

Mr. Ruoapes. I haven’t heard of a meeting of the products group 
lately. Ido not attend the products group meetings. Our vice presi- 
dent and general sales manager attends those meetings. I attend the 
meetings of the primary producers group. We had a meeting last 
Friday, and there were four producers represented, Reynolds, Alcoa, 
Anaconda, and Kaiser. 
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Mr. Yates. Mr. Rhoades, has there been a reduction in the use by 
Kaiser for its own purposes of the metal it produces, together with 
that reduction that is being given to your customers ? 

Mr. Ruoprs. We have increased our use of metal from 1954 to 1955 
in our fabricating facilities by approximately 36 percent. We have 
also during that same period increased our sales to nonintegrated users 
of aluminum 54 percent. 

Mr. Yates. On page 3 of the statement this appears: 

There are also many nonintegrated users who depend upon primary metal as a 
major source of their supply as contracted with others who normally use scrap 
and secondary metal as their principal source and who purchase primary metal 
only when the price of primary metal is favorable. 

Does this mean that those who are your usual customers for primary 
metal are now getting primary metal, or are they being curtailed in 
their deliveries too? 

Mr. Ruoapes. To the best of our knowledge and belief we are sup- 
plying all users of pig, ingot, and billet with at least as much as they 
purchased from us roen last year. Many of them are receiving sub- 
stantially more pig, ingot, and billet. 

Mr. Yates. In other words, you are taking care of the customers 
who have been purchasers of prime metal from you in the past. 

Mr. Ruoapes. We are. We have nearly a hundred contracts, cus- 
tomer contracts, with nonintegrated users of pig, ingot, and billet. 

I realize that these small-business men cannot commit on a firm basis 
to take a given amount of pig year in and year out, and we have so 
arranged our contracts—but the primary principle in the contracts 
is this: That we allow them to vary the amount of aluminum they 
purchase from us. In other words, we take a percentage of their 

uirements, regardless of what their requirements are. 

f their business drops off, we don’t expect them to take the full 
amount, we drop our percentage down proportionately. And we 
also have in these contracts for our own protection a ceiling whereby 
we do not agree to furnish unlimited quantities of aluminum to them. 

I was here Thursday, and I listened to one of our valuable customers 
testify here. It was a gentleman by the name of Mr. Katz, Badger 
Aluminum, in New York, and he has one of our contracts. And after 
the meeting here, I looked into his history—I feel that it is not 
divulging any secrets, because he gave the committee certain facts— 
during 1954 Mr. Katz used primary aluminum from us to the extent 
of about 34,000 pounds per month. The last 6 months of 1954, it was 
about 50,000 pounds per month. 

Now, our contract with Mr. Katz provides that we get a percentage 
of his business—and our percentage in 1954 was evidently around the 
50,000 pounds per month mark—but we had a maximum in his con- 
tract of 100,000 pounds. And as Mr. Katz stated, we were furnishing 
him 100,000 pounds in 1955, which happened to be twice as much as 
he could buy from us, you might say, in 1954. 

I think that is a sort of a typical example of what we are trying 
to do for these nonintegrated users of pig, ingot, and billet. 

Mr. Yares. I didn’t understand your reference to Mr. Katz. Are 
you stating that you gave him twice as much in 1955 as you gave him 
in 1954? 

Mr. Ruoapes. Correct. 
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Mr. Yates. For the whole period ? 

Mr. Ruoapes. That is what we are doing, yes. He is calling the 
maximum amount of his contract, which is 100,000 pounds a month, 
and that is what Mr. Katz is getting, as he testified. 

Mr. Yates. Then, what is his complaint? 

Mr. Ruoapes. I can’t speak for Mr. Katz, but I think possibly he 
may have in his mind the fact that he has a contract for 100,000 pounds 
per month, and here was some stockpile relief, so he would like to get 
his share of that relief superimposed upon the 100,000 pounds. 

Mr. Yares. Did he ask you for more than the 100,000 pounds? 

Mr. Ruoapes. They would all like to have more than that, generally 
speaking. 

Mr. Epmunps. Mr. Chairman, I wish to correct my earlier state- 
ment. In reviewing our files, we found that there was some metal 
diverted from the stockpile in 1952, it was an emergency situation 
directed by NPA. 

Mr. Yates. When in 1952? 

Mr. Epmunps. That is our best recollection. It was the latter 
part of 1952, as a result of a power shortage in the industry. It was an 
emergency situation where, I believe, the metal was distributed to the 
three producers to handle that emergency situation. 

Mr. Yates. Where was the the power shortage ? 

Mr. Ruoapes. In the Northwest. 

Mr. Yates. Can you describe what happened ? 

Mr. Epmunps. We were then under NPA controls. 

Mr. Ruoapes. There was a water shortage in the northwest, in the 
Bonneville system, and it was necessary to curtail the production of 
aluminum during that period. And in order to make up the loss in 
production, the Government saw fit to, evidently saw fit to take metal 
from the stockpile and disperse it. 

Mr. Yares. This wasn’t a diversion of shipment, such as you have at. 
the present time; it was a removal of aluminum from the Govern- 
ment stockpile / 

Mr. Ruoapes. Evidently so. 

Mr. Yares. Was yours the only company that received it, or did 
all the primary producers do so? 

Mr. Epmunps. It is our understanding that it was distributed to all 
of the producers, but we can speak only for ourselves. 

Mr. Yates. Do you know how much metal was taken out of the 
stockpile at that time? 

Mr. Epmunps. We will have to check this, but our recollection is 
that it was 60 million pounds distributed. 

Mr. Yates. Sixty million pounds taken out of the stockpile? 

Mr. Epmunps. That is our recollection. 

Mr. Yares. For all three producers? 

Mr. Epmunps. That is correct. 

It is also our recollection that that metal was distributed for re- 
distribution. 

Mr. Yares. For redistribution to whom? For redistribution to 
your normal customers, or to those having CMP certificates ? 

Mr. Epmunps. You see, all aluminum was then directed by NPA 
controls. 

Mr. Yates. It was under CMP;; is that correct? 

Mr. Epmunps. That is correct. 
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Mr. Yates. And you distributed in accordance with the CMP certi- 
ficate ? 

Mr. Epmunps. Yes, sir. 

Mr. Ruoapes. That is right. 

Mr. Yates. Is this the only instance you know where metal was 
taken out of the stockpile? 

Mr. Epwunps. I hestitate to make this statement again, but to the 
best of my knowledge, it is, sir. 

Mr. Ruoapes. You asked a question that I might not have answered 
in connection with our fabricated metal. And insofar as Kaiser 
aluminum is concerned, I think the committee should know that we 
will sell fabricated aluminum in the form of end products to the 
extent of about 10 to 12 percent. In other words 85 to 90 percent of 
all the metal that we fabricate goes to users of aluminum who use that 
metal in that form for further fabrication. 

We have ibeietenans 3,700 accounts, and several thousand addi- 
tional users of Kaiser aluminum are supplied through our distribu- 
tors and jobbers. And we estimate that 90 percent of our customers 
employ less than 500 people. 

Jf these 3,700 accounts, 222 are customers for pig, ingot, and billet. 
Of these 222 accounts, they are being shipped slightly more than 25 
percent of all of the aluminum we produce; that is, in expanded fa- 
cilities and in our old facilities, 25 percent to the nonintegrated users 
in the form of pig, ingot, and billet. 

Mr. Yates. You see, the interest of this committee, really, is in the 
competitive problem which the nonintegrated user and the fabricator 
faces in respect to his competitive position with the primary producers 
who are also engaged in the ‘fabricating business. 

We were concerned as to whether during this period of shortage 
the primary producers are actually using an overamount of the alu- 
minum that is available in order to take more of the fabricating field 
for their own purposes, and thereby depriving the nonintegrated 
fabricators of customers that they have had for many years. 

Of course, I don’t suppose there is any legal sanction against such 
a practice. But I would assume that there is certainly some kind 
of a moral or unwritten law—unless I am being unduly moralistic 
about the subject—which would require the primary producers at this 
time to have that in mind and not to take the market away from their 
usual customers. 

Do you have any comment to make to that ? 

Mr. Ruoaves. Well, we feel that there is an obligation, and we have 
pursued that policy. I think our record speaks for itself. 

Since 1950 we have expanded our total metal production 130 per- 
cent. Our sales to nonintegrated users of pig, ingot, and billet has 
increased 600 percent. 

Mr. Yates. That seems like a very good record, offhand. 

Mr. Rhoades, do you believe that we need additional capacity for 
aluminum production at the present time? 

Mr. Ruoaves. I think there is one important factor in that that 
I have no knowledge of, and that is with respect to the requirements 
for defense. I don’t know what those requirements are. 

Mr. Yates. Do you include the stockpile in that 

Mr. Ruoapes. That is what I refere to. I think insofar as the 
domestic market is concerned, after taking into consideration this ts- 
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mendous expansion and the fact that these contracts will expire in 
1958, that the need for additional aluminum capacity for the commer- 
cial market is very limited. 

I think some of the producers have definite plans of expansion. 
And we certainly are looking at expansion for commercial purposes 
also, but not to any great degree; we don’t anticipate any terrific ex- 
pansion similar to that which has taken place to fulfill this defense 
need. 

Mr. Yates. Has the expansion which has taken place been predi- 
cated upon the need of the stockpile in defense? ave not the de- 
mands of the aluminum industry increased tremendously, so that even 
where the requirements of the stockpile are minimized—and again, 
we are playing with figures, because I don’t know what the require- 
ments of the stockpile are, but for discussion between us at this open 
hearing we need not consider it—assuming that you were meeting 
the contract within the next year or two, instead of 1958, would you 
have enough capacity to take care of the civilian needs of the country / 

Mr. Ruoapes. Well, let’s take a look at a couple of years here, and 
maybe we can deduct something from that. 

In 1954 the metal was running out of our ears. We were supplying 
more to the stockpile than the stockpile program had teenie. 
The Government was negotiating with us and the other primary pro- 


ducers to try to minimize the amount of metal that we were required 
to take in stockpile. Now, that is 1954. 

We have a situation in 1955 where business, in general, is, say, good ; 
the demand for all aluminum is up, and although there are substantial 
quantities going into stockpile, I believe that more metal could be 


sold if it were available to the commercial market. So we are at the 
top of a peak this year. 

Last year, possibly, we were in a valley, and possibly an average 
between those two might be some indication as to what the future 
might be. I am not naive enough to believe that the present demand 
is something that is going to be sustained over a period of time. That 
is my personal belief. 

Mr. Yates. You don’t believe that the present demand will be sus- 
tained, and possibly increased, over the next few years? 

Mr. Ruoapes. Well, it is 2 question of what you mean by a few 
years. 

Mr. Yates. Two or three years. 

Mr. Ruoapes. I think that the demand for aluminum commercially 
is growing. We have a lot of confidence in the aluminum industry, 
in its growth, and we are making plans in the future to increase our 
capacity. But I don’t think that the present situation is a basis for 
building or anticipating a further increase; I think it is somewhere 
between possibly the 1954 demand and the 1955 demand, because I 
don’t know of any major development in the aluminum industry that 
occurred in 1954 that justifies this terrific demand, except the fact 
that business is good 

Now, if business will continue on this level forever, we will then, 
I think, have to look more seriously at increasing the domestic capacity 
for aluminum. 

Mr. Yates. Aren’t you discovering new uses for aluminum? Aren’t 
you invading new fields, and aren’t you expanding; even though other 
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aspects of the national economy may remain a little more static, isn’t 


the aluminum industry really moving forward much more quickly 
than other industries? 

Mr. Ruoapes. That is right. 

As I stated before, it is a growth industry. But it hasn’t grown 
to the extent of the difference between 1954 and 1955, is the point I 
am making. 

Mr. Yares. Mr. Flemming, in testimony before us the other day, . 
indicated that he was going to gather his committee together, looking 
to the possibility of undertaking the expansion that was discontinued 
when the third round was discontinued. 

Do you think this would be advisable? 

Mr. Ruoapes. As I said, the key to that, Mr. Chairman, is Mr. 
Flemming’s business—and I don’t have any conception as to what 
those real demands are. 

Mr. Yates. You and I know that Mr. Flemming has been ordering 
a lot of aluminum from you. Mr. Flemming is going to order a lot 
of aluminum from you until 1958, when your contracts expire. 

In the event amounts are diverted, in the event deliveries are di- 
verted under those contracts, the amount of aluminum to be delivered 
will extend beyond 1958, then into 1960 and to 1961, according to Mr. 
Flemming’s testimony to the subcommittee. 

If that be true, using that as one of our bases, taking into considera- 
tion, too, your knowledge of business and of the economy, are you 
inclined to agree with Mr. Flemming on the need for an expansion of 
the industry, other than the purely normal demand that most busi- 
nesses will undertake in the course of their operation ? 

Mr. Ruoapes. I doubt very much that the commercial demand for 
aluminum at present levels will continue for any extended period of 
time. Now, that is my personal opinion. 

Mr. Yares. Well, you are a little more conservative in being opti- 
mistic than the two gentlemen that appeared here yesterday from 
Alcoa and from Reynolds. They were optimistic, but they wound up 
as being classified in my book as conservative optimists. I think you 
are a little more conservative than they are. 

Mr. Ruoapes. For the record, I want to say that I am an optimist 
as long as aluminum is concerned. 

Mr. Yares. They wanted to say that for the record, too. 

Mr. Ruoapes. It is a question of degree, I assume. 

Mr. Yates. Mr. Steed. 

Mr. Streep. Did your company buy any aluminum last year from 
other producers? 

Mr. Ruoapes. Yes; we did. 

Mr. Yates. What percentage of your business did that represent ? 

Mr. Ruoapes. I don’t know exactly, but I would say 1 or 2 percent, 
something like that—relatively minor. 

Mr. Epmunps. I think it is less than 1 percent. 

Mr. Sreep. You used the figure a while ago of 70 million pounds 
as being required under your contracts for nonintegrated users. I 
assume that to 

Mr. Ruoapves. After the stockpile reduction. 

Mr. Steep. I assume that to be a year, 70 million pounds a year. 

Mr. Ruoapes. No; that was for a half; 2 quarters. 
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Mr. Sreep. And that you were providing, instead, 104 million 
pounds ¢ 

Mr. Ruoaprs. That is correct, Congressman. 

Mr. Sreep. This 53 million pounds that you got back from the stock- 
pile that you didn’t have to deliver to the stockpile for the first 2 
quarters, does that 34 million pounds excess above your contract re- 
quirements represent any of that 53 million pounds? 

What I am not clear on is 

Mr. Ruoapes. I thought I covered that when I said that under our 
contract after the stockpile relief of 53 million pounds, which was our 
portion of it, we were obligated to deliver 70 million pounds to the 
nonintegrated people. And we not only delivered the 70 million, but 
were giving 34 million in addition to the 70 million, and the 70 million 
included the 53 million that we were relieved of. 

Mr. Sreep. That is what I wanted to get straight. 

Mr. Ruoapes. Before the stockpile relief our obligation under the 
contract was 17 million. So the 17, plus the 53, Congressman Steed, 
equals the 70 million that I am referring to. 

Mr. Yares. On page 3 of your statement, in the third paragraph, 
you wind up with this sentence: 


In times of shortage, proper consideration must be given to these facts. 


relating to the policy of the scrap users to turn to prime when the 
prime justifies it. 

Could you enlarge a little on what you consider a proper considera- 
tion to be? 

Mr. Ruoapzs. Well, let’s take the case of a man purchasing both 
primary and secondary. If he has a contract with us, and in order 
to buy cheaper metal, to take advantage of a price differential, he is 
buying a disproportionate amount of secondary metal—which we 
presume under normal conditions would be cheaper than primary 
metal—we feel that some adjustment should be made with that cus- 
tomer, if he, when the price relationship changes, wishes to take the 
full amount under his contract. 

Now, that is one example. Another example is this: We have had 
potential customers come to us and request substantial quantities of 
primary metal from us, when in the past they had been 100 percent 
users of secondary metal. But the reason they had come to us was 
the fact that primary metal was selling at considerably less per pound. 

Mr. Sreep. I take it, then, that you tried to accommodate him as 
far as you could to meet that situation ? 

Mr. Ruoaves. That is correct. As I stated in my statement here, 
we are willing to review any situation that may exist with respect 
to a customer of ours, and we have done it, with BDSA, because 
we want to be fair about this thing. And I don’t think you can 
be fair unless you review all of the pertinent facts. And you run 
into some very peculiar situations, where we are justified in our minds 
in making adjustments in his supply. However, he may come to 
Washington with the blunt statement that Kaiser has refused his 
quantity. I think you have to review the facts in each of these par- 
ticular cases. wat we will stand on our record, because sincerely 


we are proud of the job that we have done with the nonintegrated 
users. 


Mr. Sreev. Do you export any metal? 
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Mr. Ruoapes. Practically none. I would have to get the figures, 
but it is practically none in the form—probably I should amend that. 
I think we did export metal in the fourth quarter. What was the 
situation in the fourth quarter? On the one hand we had the Gov- 
ernment trying to minimize the amount of metal that they had to’ 
take for stockpile. In other words, they wanted to minimize our 
put rights. We had contracts for the Satvers; firm contracts for 
the delivery of substantial quantities of metal, 20 million pounds of 
metal, to be exact. We canceled those contracts, because there was a 
surplus of metal. And I believe that during that period we may have 
—. 2 or 3 million pounds of metal. 

Mr. Sreep. We have had testimony here to the effect that in the 
last year or 2 years, or at least just within the immediate past, that 
the number of and the capacity of nonintegrated users has increased 
by leaps and bounds; that on the representations of the prime pro- 
ducers last. year, many of them additional machinery and capacity to 
consume more metal. I assume from that, that in the past most of 
the use of the metal in the fabrication of the different products 
that got into the hands of the consuming public had been furnished 
by the prime producers, in other words they not only produced 
the theta} but they had to follow it on through until it became a useful 
item to the public. Could this present situation of shortage have been 
brought about by the fact that the industry now has many more out- 
lets to the public through these nonintegrated users which have opened 
up, pemere a lot of new fields for use of aluminum that were not 
available when the prime producers were doing the processing? What 
contributions has this development of the capacity of the noninte- 
grated users for new uses have to do with the current shortage? 

Mr. Ruoapes. Well, I don’t think that the development of new uses 
or capacity of the nonintegrated users of aluminum increased very 
much between 1954 and 1955. In 1954 they took, I think, about 16 
percent, they took less than half of what they—let me correct that— 
they could have had practically all of the metal they wanted during 
1954. And I doubt very much whether their capacity increased very 
much between 1954-55. Business did, business got much better. We 
like the nonintegrated users, we like the contribution they have made 
to the aluminum industry, the demand for aluminum, the use for 
aluminum. And we have, I think, supported them, as our records 
will show, because we feel that they can do a job that possibly a large 
producer cannot do, and we are very much for them. And we want to 
assist them in every way possible to continue to develop their sales of 
aluminum in order to increase the market, because we are interested 
in selling them aluminum, that is part of our business. 

Mr. Streep. I am aware of the fact that business conditions gener- 
ally are improved over last year. But unless the improvement has 
been substantially more in the aluminum industry than it has been in 
other industries, that condition in itself could not, in my opinion, an- 
swer for all of the present shortage in the aluminum industry . I am 
just wondering if you know of any other factors that could have 
occurred that would account for the situation. You admit that it is a 
rather unusual thing to happen so quickly in a big industry to go 
from almost overnight from the period of surplus to a period of serious 
shortage. And to me it seems that it is putting a lot of the blame on 
general business improvement itself to account for all of it. 
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Mr. Ruoapes. As I said before, Congressman Steed, since 1950 we 
have increased our sales to the nonintegrated user of pig, ingot and 
billet 600 percent, I mean that is our contribution to the expansion 
of the nonintegrated users’ business. 

Mr. Streep. We had some testimony to indicate that perhaps the 
automobile industry is using more aluminum than in years past. Is 
their total capacity for the use of aluminum generally on the upgrade? 

Mr. Ruoapes. Yes, sir; I should say there is definitely an increase 
in the damend for aluminum in the automotive industry. The pounds 
of aluminum used per car has increased. And of course, as you know, 
we are at a very high level in the manufacturing of automobiles dur- 
ing this 6 months’ period. 

Mr. Srerp. My reason for searching into this is the fact that I am 
assuming that the flow of this metal into military production has 
probably been very steady, there has not been any marked increase 
in that direction; the stockpile seems to be flexible enough, so that it 
would not deliberately create a situation. So I was just trying to 
probe around into the different factors that has brought this about. 

Mr. Ruoapes. I think, too, that imports into this country were re- 
duced is one thing. No. 2, the fact that exports have been increased, 
that is, the exports of scrap has taken a source of supply away from 
the nonintegrated user and the integrated users of aluminum in this 
country. That has contributed to this shortage situation. 

In connection with the development of nonintegrated users’ busi- 
ness—and you spoke of the extruders, in particular—we are spending 
large sums of money to promote the use of aluminum in our research 
and development divisions. 

Our research budget is about $214 million a year. 

In addition to that, we have product development departments 
where we try to create new uses for aluminum. e supply some of 
the new uses that are developed. And the nonintegrated people, also, 
supply those customers. 

Mr. Srerp. I do not know whether they deserve all of the credit or 
not, but apparently, they have exceeded expectations in getting this 
metal into the hands of the public. 

That is all I have. 

Mr. Sueenan. Mr. Rhoades, the important things that I have 
noted from your statement is the fact that you say that in 1954 your 
company shipped an estimated 136.5 million pounds to the noninte- 
grated users and in 1955, estimate that they will ship approximately 
80 percent more, or about 210 million pounds. You also stated a 
little while ago that only 36 percent was used by your own company 
to produce their end products. Is that right? 

Mr. Ruoapes. That is correct. 

Mr. Sueenan. You also show in your statement that in 1952 your 
company shipped 37.5 million pounds to extruders, and in 1955, 135 
million pounds. So it would seem to me that the extruders are also 
about in the same class as the other users—they have been given more 
than their fair share of metal—is that right? 

Mr. Ruoapes. That is correct. 

Mr. Sueenan. As you well know, our committee was faced with 
the problem of trying to determine the cause of the shortage, It was 
suggested that the shortage among the nonintegrated users, or more 
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specifically the extruders, was being caused by the major metal com- 
panies taking more than their proportion of the ingot for their own 
use. 

I think that your testimony and that of Mr. Reynolds and of Alcoa 
proved that you have given more than a fair share to both the ex- 
truderes and to the nonintegrated user. 

Mr. Ruoapes. I think that our figures bear that out, sir. 

Mr. Sueenan. That is right. 

We have been concerned about the normal expansion plans. Does . 
your own company take into consideration future normal expansion 
plans? 

Mr. Ruoapes. Yes, sir. 

Mr. Sueenan. Is that in a planning board stage, or where is it? 

Mr. Ruoapes. We have certain plans at the present time with respect 
to that—I might say, expansion for domestic needs—let ns put it that 
way. 

We also have plans, in the event that we can be of assistance to the 
Government with respect to the defense demands whereby we are in a 
position or could be in a position to make a substantial expansion along 
those lines. but it would have to be on a different basis than a com- 
mercial expansion. The commercial expansion that we have in mind 
does not involve certificates of necessity. It does not involve supply 
contracts. 

When you have to consider or are considering an expansion of the 
magnitude for defense needs it gets out of the realm of the com- 
mercial business venture and, naturally, certain conditions have to be 
worked out in that respect. 

We have written to Dr. Flemming and have expressed a desire te 
meet with them and to discuss conditions under which we would 
expand for defense needs. 

Mr. Sueenan. Or abnormal needs? 

Mr. Ruoapes. Or abnormal needs. You see maybe if I use as an ex- 
ample a sort of a sketch of our situation—that means Kaiser Alum- 
inum, it may help. When we entered this business we had a capacity 
of 256 million pounds of primary production. 

Let us say that is a 25-story building, 10 million pounds to the story. 

Since 1946 when we came into this business we have increased the 
size of that building to 36 stories, in other words, we built up our 
metal capacity to 360 million pounds a year. And in the 360 million 
oe we reserved 2 or 3 stories in that building for the nonintegrated 
people. 

As our charts will show we sold in 1950, 36 million pounds, and we 
sold in 1951, 50 million pounds to the nonintegrated people. 

All right, we had 3 or 4 stories in the building that were reserved, 
that is, the space reserved for the nonintegrated people. 

The Government came along and said, “Well, what we would like to 
— you do is to build on top of this 36-story building a 45-story 

uilding.’ 

We ais “We have to have some insurance here that this space is 
going to be rented.” 

They said, “All right, if you build the 45-story building on top of 
your 36-story building we will guarantee you that we will occupy 
that space for 5 years.” z 
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That is the supply contract. 

And they said, “Furthermore, if we do not occupy all of that space, 
if we do not need all of that space, 100 percent of it, out of those 45 
stories you can have 15 stories, in other words, you can have one-third 
of this supply contract, but we want to reserve two-thirds, or 30 
stories for ourselves. We might use them ourselves, or we might give 
it to the nonintegrated people, but. between the 2 of us we will use the 
30 stories, and you can keep the 15.” be 

That is the picture of the building, the structure of our position in 
the aluminum business. ; 

So we had a problem, because the Government is going to give up 
their lease in 1958. And under our contracts we have an obligation to 
deliver to the nonintegrated users 25 percent of our expanded capacity. 
In other words, let us say 11 stories are going to be reserved in this 
building for the nonintegrated egg We do not know whether 
they are going to use it or not, but it has to be set aside for them. 
That is our contract. 

But we know this whole 45 stories is going to be available to us. It 
is built. Weare going to have to find some tenants, because we have to 
sell our metal if we are good businessmen. 

So what did we do? We said that in 1958, 45 floors will be available 
for us to sell. We have to sell that. We have to reserve 11 stories for 
the nonintegrated people or 25 percent of the 45. 

We do not know what the Government’s position is going to be with 
respect to the 45 stories, because they can occupy it all. So we cannot 
build into those stories floors too definitely, because the Government 
can come along and take it all away from us. We want to build up the 
tenants in this building, so that eventually we can occupy the 45 
stories, out of the 76 stories, and still have some floors available for 
the nonintegrated people, because we feel they are a part of our 
business. 

So what did we do? 

We went out and we leased another building, you see, because we 
wanted to build up our market, and the other building was in the form 
of a firm contract to buy aluminum from Alcan. 

And that corresponds to an 8-story building, because our maximum 
commitment under the contract gets up to 80 million pounds a year. 

We found that if we have this additional metal available to us we 
would be able in the interim, during the time that these Government 
supply contracts were in force, to build up our business in order to 
occupy the additional floors that are going to become available to us 
in 1958. 

And this lease on this other property expires at the same time the 
Government’s obligation to us expires. 

So what we were trying to do was to build up our business, create 
additional fabricating facilities, which we are doing, in order to have 
tenants for this structure that we built as a result of the Government’s 
requirements for defense. That is about the picture. 

Mr. Surenan. Your illustration is very apt. In thinking of your 
normal company expansion plans, are you able to use the normal 
financial channels for that, or would you have to seek Government aid ? 

Mr. Ruoapes. All of our expansion has been private. During the 
last 4 or 5 years we have spent about $250 million expanding our busi- 
ness, all with private capital. , 





ALUMINUM INDUSTRY 307 


Mr. Sureenan. Well, then, the conclusion that can be drawn from 
your testimony and that of the other gentlemen in your industry 
seems to be that with the expiration of the stockpiling program, some- 
where around 1958 or 1959, there will be plenty of aluminum under 
the present situation to meet normal foreseeable needs. Is that right? 

r. Ruoapes. Well, we hope that there will not be, but if there is 
not, we will expand, so that there is sufficient for the commercial 
market. 

Mr. Sueenan. Some of the other gentlemen who testified before the 
committee, besides Mr. Katz, mentioned your company. 

Would you care to, or do you have any figures on what you shipped, 
or your relationship with them ? 

Mr. Ruoapves. With a particular customer ? 

Mr. Sueenan. Yes; I think there were several, if my memory is 
right. 

“Mr. Ruoapes. I did not stay for the full morning, but as I said be- 
fore, if there are any customers of ours that the committee or BDSA 
wants to review, we will be very happy to sit down with them and lay 
the cards on the table, because we fundamentally believe that we have 
done a good job, 

Mr. Sueenan. Mr. Rhoades, one of the things that the committee 
has to decide has to do with the making of a recommendation to the 
Office of Defense Mobilization about relief due to stockpiling. I think 
you have pretty much solved that problem, because you did mention 
that during 1954 when you weré making available to the Government 
stockpiling program plenty of aluminum, they came to you and asked 
you to relieve them of some of the shipments. Is that right? 

Mr. Ruoapes. They asked us to modify or, at least, discuss with 
us a modification of our contracts which would reduce our rights to 
pat the metal to the Government in the event that we could not sell it. 

e could not sell it. 

Mr. Suerenan. So, therefore, if they can be flexible in 1954, they 
can be flexible in 1955? 

Mr. Ruoapes. We have no problem in 1955, insofar as putting the 
metal to the Government. 

Mr. SHeenan. I mean, if the Government could be flexible in not 
wanting so much in 1954, they could certainly be flexible in that light 
in 1955 in order to let other people get a share of the metal? 

Mr. Ruoapes. I should think so. You must understand that they 
were getting much more in 1954 than they had anticipated that they 
woud receive in their stockpiling goals. 

Mr. Sueenan. If the stockpiling goal is so important, they should 
have been very happy to have received all of that, because they 
would then have accomplished the stockpile objective that much 
sooner. 

Mr. Ruoapes. Thinks change from year to year. 

Mr. Sueenan. That is the big problem that we are faced with 
here. I do not think we can judge the temporary shifting conditions, 
and make permanent conclusions from them. We did note that the 
Government officers told us the last couple of days that they had 
completed their arrangements with Alcoa, but that their arrange- 
ments with yourself and Reynolds were still hanging fire on the 
renegotiation of the contract for the second quarter. Of course, as 
I see it, you are in the same position as Reynolds—you have made 
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shipments of the metal they have freed and there is really nothing 
to bargain on. 

Mr. Ruoapes. Well, actually, it is as simple as this, we have to 
know pretty soon whether the Government wants us to put the metal 
in the stockpile or they want us to give it to the nonintegrated people. 
We have given them a lot in the past, but if they insist that we not 
be relieved of the 53 million pounds, I doubt whether we could re- 
trieve the 53 million pounds to put it into the stockpile if we cut off 
the nonintegrated people entirely, because of the fact that we have 
sold them so much eee you see. 

The figures of the 70 million obligation and 104 million that we 
will sell is the key to it. That is, after taking into consideration a 
reduction in stockpile. 

Mr. Sueenan. I might conclude by saying that the chart of your 
sales to the extruders indicates that your intiete to them have 
increased from a total of 62 million pounds in 1954 to an estimated 
total of 98 million pounds in 1955. 

Alcoa testified that they were increasing their monthly shipments 
to the extruders from 20 to 40 percent. 

It would seem from the testimony presented that the extruders 
have been well supplied. Is that a fair conclusion? 

Mr. Ruoapes. Insofar as Kaiser Aluminum is concerned there is 
our record. And I might mention that in addition to the billets 
that we have shipped them—I covered that in my statement—there 
is the fact that we have shipped them substantial additiona] quantities 
in the form of pig. 

That chart I think refers to billets only. But there has been a 


substantial increase in piss sir, also. 


Mr. SuHeenan. Thank you. That is all, Mr. Rhoades. 

Mr. Sreep. I would just like to add one question about the expan- 
sion. As I remember the testimony, not only did these Government 
contracts expire in 1958, but I think that we were told by a spokesman 
for aluminum in 1959 the expansion programs they already have 
underway up there will substantially add to their ability to supply 
the industry with new metal. 

How much consideration would you think that factor would have 
to be given in any planning for new production that you would make? 

Mr. Ruoapes. It certainly has to be taken into consideration because 
actually they are competing in the same market as we, for the sale 
of pig, ingot, and billet. 

Mr. Srrep. They already have the physical work underway to in- 
crease their production and it is known that that production is going 
to come into being in 1959. That does pose quite a serious problem 
to you; does it not / 

Mr. Ruoapes. Well, I think what we have to do is that we have 
to review the potential market here—evaluate the sources that are 
fulfilling that market, and then conclude what Kaiser can do in the 
face of the facts. 

Mr. Streep. Would this be a fair conclusion—would their capacity 
expansion already underway, and with the Government contracts 
running out in 1958—if you and the other prime domestic producers 
substantially increased your present capacity, along in 1959 we might 
find ourselves drowning in aluminum ? 
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Mr. Ruoapes. That may be true. I think as I pointed out before 
in order to minimize that situation, insofar as Kaiser Aluminum is 
concerned, we have a: program for expanding our fabricating facili- 
ties, because we know from experience the best customer insofar 
as —_ assured of being able to sell your pig, ingot, and billet is 

ourself. 
: Mr. Streep. We also had testimony to the effect that about 15 per- 
cent of our total production goes into military channels at the present 
time. Five years is long. And it is conceivable that 5 years from 
now the military demands for aluminum might be considerably less 
than they are now. That is another factor that you have to take into 
consideration or to keep in mind. 

Mr. Ruoapes. Correct. There are many factors that we must evalu- 
ate and then make our best guess. 

Mr. Sreep. Then it seems to me that the total supply of aluminum 
finds itself sort of squeezed between the shortage of 1955 and the 
picture as it may occur in 1959, and in the interim years possibly a 
special problem that would not be a problem over a long view of it. 

That is all. 

Mr. Yates. I understood you to say to a question by Mr. Sheehan 
that in the event that it was revealed in 1958, when the stockpile 
deliveries were completed, that the aluminum industry needed expan- 
sion that you would then expand—did I understand that correctly ? 

Mr. Ruoapes. Yes. 

Mr. Yates. How long does it take you to expand, though ? 

Mr. Ruoapes. Well, we started the construction of a facility in 
February 1951. It was a pasture, nothing there at all. We were 
producing metal from that plant in December. 

Mr. Yates. Was that an addition to an existing plant? 

Mr. Ruoapes. No, I said that we started with a bare field—nothing 
there at all—no services. 

Mr. Yates. Where was it? 

Mr. Ruoapes. Chalmette, near New Orleans. It is today the largest 
plant in the United States. 

Mr. Yates. In other words, you can build a plant in a year? 

Mr. Ruoaves. We did—less than a year. 

Mr. Yates. The testimony that we had received was that the mini- 
mum was a year and a half for bringing a plant into production 
from the start. 

Mr. Ruoapes. Well, this plant was not completed, but we started— 
we built lines in that plant. 

The first line was completed in 10 months. 

I think that we could duplicate that—at least, get the plant into 
Operation, The plant will not have been totally completed, because 
there isa break-in. That is necessary before you get up to 100 percent 
of capacity. 

Mr. Yates. Would that include the time for drawing the plans 
and specifications ? 

Mr. Ruoapgs. Yes. We started to construct and drew the plan as 
we went along. We did not proceed on a basis of completing all of 
the plans, then starting to build. 

In any future expansion I think it would be less difficult because 
of the experience and the fact that we have plans that, by and large, 
would be applicable to any additional capacity. 
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Incidentally, our expansion in this Government program was 
greater, that is, relatively greater than the other two primary pro- 
ducers. We increased our capacity 130 percent. 

Mr. Steep. You said that plant was the largest? i 

Mr. Ruoapes. It is the largest reduction plant in the United States. 

Mr. Streep. What is its capacity ¢ 

Mr. Ruoapes. The rated capacity is 400 million pounds a year— 
200,000 tons. We are running it well over 100 percent of capacity. 

Mr. Streep. How many people are employed in that? 

Mr. Ruoapes. There are about 2,500 people there. TOR 

Mr. Yates. How can you run a plant over 100 eres of capacity ¢ 

Mr. Ruoapes. If a plant has a rated capacity of 400 million pounds 
a year, and you are producing more than that ayear, it is over capacity. 

Mr. Yates. Apparently, your capacity figure was wrong then. 

Mr. Ruoapes. Well, we thought the first year it was wrong the other 
way. We were only getting about 97 percent, but it takes time to 
train people. And innovations we have incorporated in the plant 
have enabled us to run over 100 percent. 

Mr. Yates. The impression I get is that there is no such thing as a 
rated capacity, then. 

Mr. Ruoapes. It may be under and it may be over. 

Mr. Yates. Mr. Arnold? 

Mr. Arnotp. Mr. Rhoades, I have been trying to check the figures 
here, but I do not think I am satisfied in my own mind on one question 
that I want to ask you. 

If you took the historic consumption that the nonintegrated users 
were receiving in 1950 

Mr. Ruoapes. In 1950, what? 

Mr. Arnoup. In 1950—the consumption they were receiving before 
the new facilities, and then if you gave them one-third of the actual 
production from the new facilities the first half of 1955, unless they 
added that to the first or second months of 1950, would you come out 
with a figure which would be greater or less than being supplied the 
nonintegrated users during this first half of 1955? 

Mr. Ruoapes. Well, I think you would come out, insofar as the 
year 1950 or 1951, if you took the amount of metal we were supplying 
the nonintegrated users during 1950 and 1951, and superimposed on 
that one-third of the expanded capacity—you would come out with 
a figure that would be less than what we actually are furnishing the 
nonintegrated users today. 

Mr. Arnoip. Yes. I seem to get that impression. 

The point of my question is, it has been assumed or stated they 
find in some cases that the intent of the expansion contracts were No. 
1, the Government was to receive one-third for the stockpile; the 
primary producers one-third; and the nonintegrated users one-third. 
And that the one-third to the nonintegrated user was to be in addition 
to what they were already receiving from the existing facilities. 
Whether that is a fact or not, certainly, if you meet that requirement 
you seem to be doing a fairly good job. I was wondering if you met 
that requirement. 

Mr. Ruoapes. The contracts do not state it in that way—— 

Mr. Arnotp. No—— 
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Mr. Ruoapes (continuing). But insofar as Kaiser Aluminum is 
concerned, I have given you the figures for 1950 and 1951. And those 
figures, added to the one-third under our contract, would be less than 
we are actually furnishing today. 

So-you might say that we are furnishing one-third of the expanded 
capacity, plus more metal to the nonintegrated users than we furnished 
in 1950 or 1951. 

Mr. Arnotp. That, then, was my point. 

Now, to be a little bit more specific: What was the understanding 
of your company in the expansion contracts? Was it the under- 
standing that as a rough rule of thumb, at least, the nonintegrated 
users were to receive one-third, Government one-third, primary pro- 
ducers one-third ¢ 

Mr. Ruoapes. Well, I do not think that it was specifically pointed 
out quite that way. There is mention, however, of the two-thirds 
that is to go to the stockpile. 

And the difference between the stockpile call and the two-thirds 
is to be sold to the nonintegrated users. We have done that, plus some 
of our one-third, you might say, or some of the old facilities. 

Mr. Arnotp. There has been testimony by Mr. Flemming, and also 
General Services Administration and, I believe, Mr. Reynolds, that 
it was the intent, apart from the actual way it was worked out in the 
contract—it was the intent that one-third be given to Government, 
one-third to the primary producers, and one-third to the noninte- 
grated users. 

Is it your testimony that you do not have any present recollection of 
the intent, or that the intent was to the contrary ? 

Mr. Ruoapes. No. The only recollection I have was in regard to 
the two-thirds. 

So far as the nonintegrated people and the Government stockpile, 
that was to be split. Right now they are getting more than their one- 
third. Last year they would not take one-third. They only took 16 
percent. 

Mr. Arnoww. Allright. Now, to a different line of questions. 

The committee has been concerned about a fair method of distribu- 
tion upon the stockpile forgiveness, both in the past forgiveness and 
any forgiveness in the future. There has been some testimony that 
it should all be earmarked for the nonintegrated independents. 

I would like your opinion, though, on another possible method of 
distribution. Do you think it would be equitable if you had the stock- 
pile forgiveness, and with that you signed a contract with the Govern- 
ment that you would give a certain percent of your total production— 
this will not segregate additional facilities and old facilities—if you 
gave a certain percent of your total production to nonintegrated 
users—and I would suggest, first, that that percentage should be based 
upon the percentage they were receiving, let us say, for an entire aver- 
age for the year 1954—perhaps for the first month of the year 1955. 

Mr. Ruoapes. Well, I think that would be very difficult to admin- 
ister. I think, too, we have to give some consideration to the users who 
are using aluminum in other fabricated forms in their business. I 
do not think we can isolate this problem to the extruders or casters. I 
think that some consideration must be given to the thousands and 
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thousands of other people. There are three or four times as many 
people that use aluminum in other forms. 

And if we are going to take care of the aluminum users, I think we 
ought to give some consideration to these forgotten thousands that 
have not appeared here, but are really dependent upon a source of 
metal in order to survive. 

Mr. Arnotp. Other than pig or ingot or billet form ¢ 

Mr. Ruoapes. Yes. 

The only concern I have in that respect is that actually, under the 
supply contracts, they only speak of one class of customer. They 
speak of the pig, ingot, and billet user, you see. 

Mr. Arnotp. Yes, in the strict wording of it. 

Mr. Ruoapes. Let us not forget the other fabricators, too, because 
we feel a responsibility to them also. 

As I said, there are many, many times as many in that classification 
as there are in the classification of pig, ingot, and billet users. We 
would like to take care of all of them, so long as we are going to make 
some adjustments. 

Mr. Arnowp. Here is my specific worry. Let us assume that in 1955 
your company was either consuming metal in your fabricating plants 
or by inventory a certain percent, and then when the condition of 
shortage came about, that that percent that you consumed yourself 
became greater instead of less, while the percent consumed by the non- 
integrated users remained stationary or went down. 

Obviously, that would be—at least to my mind—an unfair situation 
to the nonintegrated users. He would be, in effect, being squeezed 
while you are supplying your fabricating facilities more metal than 
you had heretofore. 

That is the sort of situation that concerns me. 

Mr. Ruoapes. I think I told you that we had increased our fabri- 
cating output 36 percent, and we had increased our sales to the non- 
integrated users 56 or 54 percent. I think there is the answer that 
you are trying to get. 

Mr. Arnotp. No, it is really not the answer, I do not believe. 

Mr. Ruoapes. I think that possibly as a result of the fact that we 
sold the nonintegrated people more metal proportionately than we 
sold the customers who use fabricated products, that the fabricatin 
customers should be in here processing, insofar as we are concerned. 
We only increased their supply 36 percent, and we increased the 
supply to the nonintegrated users 54 percent. 

Mr. Arnotp. This was over the 5-year period, and does not relate 
specifically to this current shortage. Let me put it another way. 

I have seen ads in the American Metal Journal of Kaiser, and I 
have also seen this here in May of 1955, saying: 


Who will help you when you are out on the limb? Kaiser Aluminum. 


I am not saying that to be facetious or anything. 

We also know—at least, we have testimony—that Kaiser, prior 
to January, at least in its sales, said that there will be plenty of alum- 
inum available. And on the strength of that Mr. Katz, at least, has 
testified that he went ahead and got an additional press. Then what 
happens in a period of shortage? 

uddenly these people are cut off, while at the same time there is 
some indication that the primary producers themselves are increasing 
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the percentage of total production used in their own fabricating 
facilities. And so you certainly have an unbalanced situation there 
which, if the shortage continues, will directly squeeze the noninte- 
grated users. It will squeeze them out of the markets where they are 
competing. 

I do not think that happened in your particular case, but I am 
saying, assuming that that was the fact, would you not feel that there 
was an equitable solution in cutting back everybody, back to the per- 
centage they had, let us say, in 1954? 

Mr. Ruoapes. In that respect we have contracts. We have 100 con- 
tracts, roughly, with nonintegrated users of pig, ingot and billet. 
And we have to take those contracts into consideration, because we 
have a legal obligation under those contracts. 

I mentioned the contracts, and the flexibilities that were contained 
in the contracts, but they also had a ceiling. For example, during 
the last year under the contracts, the nonintegrated users purchased 
about 3 million pounds of metal per month. 

The maximum that we are committed to deliver to these noninte- 
grated users under these contracts is 12 million pounds a month. 

So when there is a metal shortage, we feel that we have an obliga- 
tion to these people, like Mr. Katz. 

Mr. Arnoxp. It is a legal obligation, actually. 

Mr. Ruoapes. That is right. 

Mr. Arnoxp. Otherwise it would be a breach of contract. 

Did Kaiser initiate the price increase in 1954? 

Mr. Ruwoapes. Well, as I recall that, 1954—I thought it was in 
February of this year. 

Mr. Arnotp. I may be mistaken. Was that the most recent price 
increase, in February ? 

Mr. Ruoapes. Yes; I think it was in February. I think the se- 
quence of that was something like this: 

The Canadians raised their price in Canada; as I recall, it was 
something like three-quarters of a cent a pound. 

We had under review the price of aluminum, pig aluminum, in the 
United States, for quite some time. 

I believe that Reynolds came out with an announcement of an in- 
crease of 1 cent a pound for pig, and appropriate increases for other 
products. I presume that they were talking about a percentage in- 
crease on the fabricated products that sell for a higher price, and 
they would apply a percentage, the same percentage, that 1 cent a 
pound was to the price of pig—apply that percentage to the fabri- 
cated ee I do not know, Docnies I do not know definitely 
what they had in mind. 

Shortly after that, we came out with a price increase of 1 cent a 
pound across the board—1 cent a pound on pig, 1 cent a pound on 
fabricated products. 

I do not know whether Alcoa came out the same time or a day later, 
or a week later. But that is my recollection of the sequence of, let us 
say, February, or at least the latest price increase on aluminum. 

Mr. Arnoxp. Were any conferences held between any representa- 
tives of your company or Alcoa or Reynolds, prior to the price in- 
crease—conversations or conferences relating to such price increase / 

Mr. Ruoapes. No. We run our own business. 

Mr. Arnotp. All done just independently ? 
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Mr. Ruoapes. As I said, we have had the price of pig under study 
for some time. We had had two reports made by outside people with 
respect to the price relationship of pig, because it had been our feeling 
that the price of pig has been too low. 

Mr. Arnotp. What were your reasons for the price increase—just 
upon the fact that the price was too low; you felt in your own mind— 
was there any new added factors, such as increased wages, or any 
other increased costs ? 

Mr. Ruoapes. There was no increase in wages at that time. It was 
merely an adjustment in the basic price of aluminum, which we felt 
was too low. 

Mr. Arnoxp. In the list of questions asked of your company by 
the committee, I wonder if you would also be willing to supply the 
figures which would show in millions of tons and by years, from 1950 
through 1954, the actual production from and the rated capacity of 
all of your fabricating facilities. 

Mr. Ruoapes. Yes. 

Mr. Arnotp. And then the same figures for the months from Jan- 
uary through June or April; in other words, where you have the 
latest figures available. 

Mr. Ruoaves. We will be very happy to give you that information. 

I must say this: That when you are talking about capacity, there 
has to be a little flexibility there because, for instance, in an extrusion 
plant or a sheet mill, the product mix has something to do with ac- 
tually the amount of material you can turn out of a given facility. 

Mr. Arnoxp. You are making one type—that is, if you are, you can 
have a much higher capacity than in making another type? 

Mr. Ruoapes. That is correct. 

Mr. Arnoxp. I understand that, of course. 

We primarily rely on the actual figures. 

Mr. Ruoapes. Take the normal rated capacity of the facility. 
There may be times when we produce less and times when we could not 
come up to the capacity, due to the product mix in the particular 
plant. Wecan give you all of that information; yes, sir. 

Mr. Arnoxp. How about new facilities? Do you have under actual 
consideration or under construction now any new fabricating 
facilities ? 

Mr. Ruoapes. Yes; we are constructing a plant at Ravenswood, 
W. Va., a foil plant, and a reroll sheet mill at the present time. 

As I said before, we are worried about the 45 stories that we built 
on top of this building, and that is what we are trying to find some 
tenants for. 

Mr. Arnotp. Kaiser has the contract with the Government now, 
does it not, for a heavy Air Force press? 

Mr. Ruoapes. Yes, sir. 

It has a contract—in fact, it has had a letter of intent since 1951 for 
the construction and operation of an Air Force facility adjacent. to 
the Halethorpe extrusion plant, Halethorpe, Md. 

Mr. Arnot. That would, at least in my mind, also be regarded as 
new facilities. Am I incorrect in that? 

Mr. Ruoapes. That would be a new facility ; yes. 

Mr. Arnowp. By “new facilities,” I mean any operations which will 
eonsume additional primary aluminum. 
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Mr. Ruoanes. It is a new facility, because it is not in existence as an 
operating unit today. 

Mr. Arnotp. But it will be? 

Mr. Ruoaves. That definitely would be a new facility. 

Mr. Arnon. Of course, for our own estimates of what the future 
demand and consumption would be, we would need to know what you 
would expect the actual consumption of metal would be. We do not 
need that now. 

Mr. Ruoapes. I understood your question to mean that you wanted 
a list of all of the fabrication facilities we now have. 

Mr. ArNnoxtp. Yes. And then, in addition, facilities which will 
come into being within 2 years or 5 years, and perhaps 5 years is not 
definite enough. 

Mr. Ruoapes. That is a bit too long. Within 2 or 3 years would 
be a good period, I think. 

Mr. Arnotp. I believe in part of your testimony you said that you 
did not know what the stockpile requirements were. I was a little 
bit unsure in my own mind. tt is my understanding that the primary 
producers do know what the goals and requirements of the stockpile 
are, but you do not know whether the Government is going to call 
for those requirements at this time. 

Mr. Ruoapes. In a general way, we know. We have knowledge of 
what the overall program is, but, as I said before, we have specific 
instructions with respect to their call by quarters. And we do not 
know, as of now, what the call will be for the third and fourth 
quarters. 

Mr. Arnotp. How much primary aluminum in tons or millions of 
yar do you think should be released from the scheduled deliveries 

or the second half of 1955? 

Mr. Ruoapes. Well, that is a very difficult question to answer. I 
think that the industry’s estimate of the requirements for the first 
half were low. For the first quarter, Kaiser Aluminum estimated 
950 million, and actually it was less than that—it was 939, but our 
estimate, as I recall it, for the second quarter was around 850 million, 
and I am inclined to believe now that that is low. 

Now, I would have to say this, without knowing half of the picture, 
because I do not know what the defense needs are; and speaking for 
the aluminum industry, I think that an adequate reduction in the 
stockpile should be made to take care of the real needs of the whole 
aluminum industry. 

Mr. Arnotp. Do you want to venture an estimate of what that 
adequate reduction would be, in round figures? 

Mr. Ruoapes. Well, as a rough figure, I think—assuming that we 
had a reduction of 150 million for the first half, I should think that 
it may take as much as 250 or 300 million the second half to satisfy 
this demand, if it continues as it has during the second quarter. 

Mr. Arnorp. You also touched upon our scrap export policy, in 
effect, by saying that, of course, this is having a tightening squeeze 
upon the users’ demand for aluminum. 

Do you have any recommendations as to what you feel should be 
our export policy in terms of restricting exports ? 

Mr. Ruoapves. The situation that exists today, as it does, I believe, 
of course, should be minimized—possibly a couple of million pounds 
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a quarter, which would be 8 million pounds a year. I believe that is 
— what it was in 1953, but in 1954 I think it went, up to, 78 million 
pounds. 

This is a matter that I think the State Department is involved in, 
and I do not know all of the facts. 

Mr. Arnotp. The reason I asked is that we just had testimony yes- 
terday from Mr. Borton of the Office of Export Supply, Department 
of Commerce, that the consideration of international relations were 
negligible, and that the only factors which would therefore influence 
the decision would be our domestic economy. 

So, putting it apart, according to Mr. Borton, veene aside all 
international considerations, to what level do you think our exports 
should be restricted ? 

Mr. Ruoapes. Two or three million pounds a quarter. 

Mr. Streep. Mr. Rhoades, assuming that additional capacity for de- 
fense purposes is built, does tax amortization of around 85 or 90 per- 
cent, which is supposed to be granted in those cases, give the producer 
a pretty good protection against loss? 

{r. can No; I think that the producer—at least, speaking for 


ourselves—I think that we have to have something other than the tax 
certificate—I have to qualify that in this respect: 

I have to first know how much you are talking about, but I think 
that if we are going to superimpose a 45-story building on top of a 
86-story building, we need something more than just a certificate. 

Mr. Streep. Do you think that tax-amortization certificate has less 
advantage to the _—-s than we have been assuming it did? 


Mr. Ruoapzs. I do not know what you have been assuming the ad- 
vantage to a producer to be. 

Mr. Streep. If you got 85-percent amortization on a $1 million in- 
vestment, you can, in effect, take out the taxes that you would other- 
wise be paying to the Government in a 5-year period, and it has the 
general effect of having made that investment less than $1 million. 

Mr. Ruoapes. The amortization certificate really, fundamentally, is 
merely, you might say, a temporary loan without interest, because we 
amortize all of our facilities at the present time, and we deduct for 
tax purposes all of it, 100 percent of the capital costs at all of our 
facilities. So, it is just a question of time whether we take 10 percent 
‘a year, or 20 percent a year, or 2 percent.a year. You are entitled to 
deduct for tax purposes your amortization without a tax certificate. 
So all we are talking about is the time necessary to do that. 

Mr. Sreep. Then you are saying that the certificates have a minor 
value to you? 

Mr. Ruoapgs. They have a value to encourage you to expand in cases 
where, if they did not exist, they would not expand, but my point is 
that if you have a terrific demand, if you have, as I said before, a 45- 
story building to build on top of a 36-story building, you cannot do 
it with just a certificate. You have got to have some assurance that 
the product of that plant will be sold, because with an 85-percent 
certificate and an idle plant, I do not think it is a prudent investment 
for a corporation to make. 

Mr. Steep. I do not disagree with you on that factor, but I still 
think that there must be some very fine value to a tax amortization 
certificate, else there would not be so many corporations after them. 
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Mr. Rwoapes. That is correct. ' 

They make a contribution. They are an encouragement. There is 
no question about that, but they are not the whole story insofar as 
aluminum expansion is concerned. 

Mr. Yates. I want to ask one more question, that relates to the con- 
struction of a new aluminum plant. You stated that your plant had 
the first potline in operation 10 months after you started ? 

Mr. Ruoapes. Correct. 

Mr. Yates. Will this be true of all aluminum plants? Suppose you 
were constructing an aluminum plant on a hydro site, would it take 
more time, or could you have done it in the same length of time? 

Mr. Ruoapes. I think you are asking whether or not if a hydro- 
electric development is a part of an aluminum expansion—is that what 
you are referring to? 

Mr. Yates. Iam not. Iam saying this: Suppose you have a hydro- 
electric, or suppose you have a dam supplying hydroelectric power, 
such as you have at Hungry Horse in Montana, and you wanted to 
build an aluminum plant in that area, could you do it in the same 
amount of time that you did it down in Mississippi—is that it—where 
is your plant? 

Mr. Ruoapes. No, it is in Louisiana. 

I would say that we could probably do it more rapidly. Actually, 
our experience in connection with the Chalmette plant was that we had 
the potlines ready to run prior to the time we had the powerplants 
constructed. In other words, the source of energy was behind the 
actual construction of the plant. 

In order to get the oem in operation at the earliest possible date, 
we went out and purchased the power, in order to run the potlines 
during the time that we were waiting for the powerplant to be 
completed. 

So I say it would be an advantage to have our power available, rather 
than to have to construct the powerplant and the potlines. 

Mr. Yates. Thank you. 

Are there any more questions? If not, the committee wants to 
thank you, Mr. Rhoades, for coming in to testify and telling us your 
story. We are very grateful to you. 

Mr. Ruoapes. Thank you. 

Mr. Yates. The hearings will stand adjourned for the time being. 

(Whereupon, at 12: 10 p. m., the subcommittee adjourned. ) . 
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TUESDAY, JUNE 21, 1955 


House oF RerreseNTATIVES, 
SuscomMirree No, 3 oF THE 
Seitecr Commirrer To Conpuct a Stupy AND 
INVESTIGATION OF THE PRopLeMs OF SMALL BUSINESS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a. m., in room 228, 
House Office Building, Washington, D. C., Hon. Sidney R. Yates 
(chairman of the subcommittee) presiding. 

Present: Representatives Yates, Sheehan, and Steed. 

Also present: George L. Arnold, Irving Maness, subcommittee 
counsel; Katherine C. Blackburn, Clarence D. Everett, staff mem- 
bers; Victor P. Dalmas , assistant to minority members; and the 
following representatives of industrial companies and Government 
agencies as participants in the conference. E. A. Bergman, presi- 
dent, United States Reduction Co., East Chicago, Ind.; Everett 
Fahlman, Permold Co., Box 70, Medina, Ohio; L. M. Bribe, chair- 
man, sheet and plate division, Aluminum Association, Fairmont 
Aluminum Co., Fairmont; W. Va.; R. P. Stranahan, chairman, 
foil division, Aluminum Association, Stranahan Foil Co., 100 
Wesley Street, Hackensack, N. J.; R. W. Goss, chairman, rolled 
bar and rod and wire division, Aluminum Association, Scoville Manu- 
facturing Co., Waterbury, Conn.; Lothair Teetor, Assistant Secre- 
tary of Commerce for Domestic Affairs, Department of Commerce, 
Washington, D. C.; Carl Burton, secretary, Aluminum Smelters Re- 
search Institute, 20 North Wacker Drive, Chicago, Ill.; John Doering, 
J.S. Thorn Co., Philadelphia, Pa.; Philip Lemelman, executive sec- 
retary, Aluminum Extruders Council, Boston, Mass.; James W. Wolfe, 
Non-Ferrous Foundries Association, 192 North Clark Street, Chicago, 
1jl.; David Laine, American Die Casting Institute, 366 Madison 
Avenue, New York, N. Y.; M. D. Wilmot, vice president, Aluminum 
Com we Moe American, Pittsburgh, Pa.; M. M. Caskie, Reynolds 
Metals Co., Richmond, Va.; D. A. Rhoades, Kaiser Aluminum & 
Chemical Corp., 1625 I Street NW., Washington, D. C.; Arthur S. 
Flemming, Director, Office of Defense Mobilization, Washington, 
D. C.; Hon. Edmund F. Mansure, Administrator, General Services 
Administration, Washington, D. C.; Thomas Covel, Aluminum, Ltd. ; 
James Stewart, Reynolds Metal; William Unverzagt, legal depart- 
ment, Alcoa, Pittsburgh; O. Cole, United States Extrusion Co., Gar- 
den City Park, N. Y. 

Mr. Yates. Gentlemen, will the meeting come to order, please / 

First, let me apologize for the cramped quarters. As I stated to 
Mr. Wilmot, hearing rooms in the Capitol are in as short supply as 
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aluminum. You just cannot get them. The Congress apparentl 
is in an investigating mood and all of the hearing rooms are occupied. 

This was the best that we could get. 

I want to welcome all of you to what seems to be a very unique 
hearing. I do not know yet quite where we are going in respect to the 
hearing, but I think it is good. that in a situation of this type, repre- 
sentatives of the Government should sit down with the primary pro- 
ducers and with other segments of the industry and try to find some 
common meeting ground for this problem that confronts the industry. 

Invitations were sent out to Dr. Flemming, and we are happy to 
have Dr. Flemming here from the Office of Defense Mobilization with 
his staff; to Mr. Edmund Mansure, of General Services Administra- 
tion, and we are happy to welcome him. 

An invitation was sent out to Secretary of Commerce Sinclair 
Weeks, and we are happy to have his representative, Mr. Lothair 
Teetor, here, who I oniaeteail is Assistant Secretary of Commerce. 

We have the representatives of the prime producers here who pre- 
viously testified, Mr. Wilmot of Alcoa, and Mr. Rhoades of Kaiser. 

Mr. Reynolds, of Reynolds Metals, apparently was unable to come, 
but I see he has sent his very able assistant, Mr. Maxwell Caskie, here, 
and I assume he will want to make a statement later. 

Will the rest of you gentlemen introduce yourselves, and state whom 
you represent for the record, starting with Mr. Laine? 

Mr. Larne. My name is David Laine, American Die Casting 
Institute. 

Mr. Yates. The next gentleman? 

Mr. Wotre. James W. Wolfe, Non-Ferrous Foundries Association. 

Mr. Bereman. Edward Bergman, United States Reduction Co. 

Mr. Burton. Carl Burton, secretary, Aluminum Smelters Research 
Institute. 

Mr. Lemetman. Philip Lemelman, executive secretary, Aluminum 
Extruders Council. 

Mr. Fanuman. Everett Fahlman, president of the Permold Co. 

Mr. Yates. I do not believe you gentlemen have stated whom you 
represent. 

Mr. Srrananan. R. P. Stranahan, Stranahan Foil Co. I am also 
chairman of the foil division of the Aluminum Association. 

Mr. Goss. R. W. Goss, Scoville Manufacturing Co. I am the chair- 
man of the rolled bar and rod and wire division of the Aluminum 
Association. 

Mr. Bru». L. M. Brile, Fairmont Aluminum Co.; sheet and plate 
division of the Aluminum Association. 

Mr. Yares. I think we have all identified ourselves, and I think the 
rest of the gentlemen in the audience are affiliated in one way or 
another with the people who have stated their names, or with various 
parts of the aluminum industry. 

The purpose, of course, of the meeting this morning is to consider 
Dr. Flemming’s latest action. Although I was told by General Serv- 
ices Administration that they had not yet heard from you, I have seen 
a news release that you had intended to make available from con- 
tracts for the supply to the stockpile, something like 200 million 
pounds of aluminum. 
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Mr. Sueenan. Mr. Chairman, before you get to Mr. Flemming, do 
we have any representatives here of the fabricators who make alumi- 
num products? 

Mr. Brix. I am chairman of the sheet and plate division. You 
mean the mill, the end product ? 

Mr. SHeewan. Yes. 

Mr. Yates: There is foil and there is—— 

Mr. Srranawan. Foil. 

Mr. Ruoapes. No; end products. 

Mr. SuHeenan. The fabricators who make aluminum products, such 
as windows, shapes, irrigation pipes, and things like that. 

Mr. Yates. We have a representative of the diecasters here. 

Mr. Wixmor. You mean, for instance, manufacturers of buses or 
trucks or cooking utensils? 

Mr. SuHeenan. That is right. After all, a tremendous part of the 
product is used by that segment of the industry, is it not? According 
to Mr. Dewey Anderson’s newsletter here, there are 14,000 people out 
of approximately 18,000 who are in that particular division. We 
sheath certainly have had them represented here. 

Mr. Yates. As I understand it the metal with which we are con- 
cerned this morning, is the metal that is under contract between the 
Government and the prime producers, and that looks to pig, ingot, 
and billet, and to those who have a fundamental interest in that. 

Mr. Sueenan. I had assumed that this meeting was for the entire 
aluminum-using industry, who are all interested in the end use of 
aluminum. It would seem to me that the fabricators should have been 
represented. I assumed they were. I did not know until I heard the 
list here, because they are, as I understand it, Mr. Chairman, the 
largest number of people in that particular line of industry than any 
other. 

Mr. Yates. Who represents the fabricators ? 

Mr. Larne. I am not sure I understand what you mean by fabri- 
cators. 

Mr. Yates. What do you mean by “representing the fabricators” ? 

Mr. Sueenan. We have the extruders here. 

Mr. Yates. We have the extruders, the diecasters, and the smelters. 
. Mr. SuHeenan. We have the primary and the secondary producers 

ere. 

Mr. Yates. Who are the secondary ? 

A Voice. Our sister company makes a finished window, if that will 
be any help. We have a man here from the Storm Window Associa- 
tion. 

Mr. Yates. Who is from the Storm Window Association ? 

Mr. Wore. You have a man here from the Extruders Council, sir. 

Mr. Sueenan. The extruders are different people here. 

Mr. Yates. I do not know of any association of the type that you 
had in mind. That was the reason we did not invite such an associa- 
tion. We did, however, make available news of the meeting through- 
out the newspapers and invited anybody who wanted to come, to 
attend the meeting, in addition to those who were specifically invited. 

Mr. Dorrtne. I am Mr. Doering of the J. S. Thorn Co., in Phila- 
delphia. I am president of the Extruders Council. We are also man- 
ufacturers of aluminum windows as such. 





ALUMINUM INDUSTRY 


As members of the Aluminum Window Association, I am attending. 
Mr. Yares. Thank you, 
If we can return now, Dr. Flemming, we have this news release 


which apparently was put out by the Office of Defense Mobilization, 
dated June 16, which stated: 


The Government said today it is deferring until a later date acquisition of 
200 million pounds of market-price aluminum which was scheduled for the 
national stockpile in the third quarter of 1955 from the three domestic primary 
producers. 

Announcement of the action was made by Arthur S. Flemming, Director of 
Defense Mobilization. 

At the same time he extended until October 31, 1955, the date for completion of 
deliveries of metal which, under previous instructions, was to be delivered not 
later than August 31. 

Meanwhile, he declared that he had requested a speedy completion of the 
current aluminum review to determine the desirability of the so-called third- 
round expansion program. A decision on this matter, he said, could he expected 
within the next month after he consulted with the Defense Mobilization Board. 

No aluminum is being released from the stockpile itself. 

The amount deferred by today’s action is in addition to 150 million pounds 
of the metal which had been made available for industrial use during the first 
6 months of the year. 

The decision to defer stockpile calls for the third quarter was made by Mr. 
Flemming following discusison in the Defense Mobilization Board of recom- 
mendations contained in a report submitted on June 3 by Secretary of Com- 
merce Sinclair Weeks. The Commerce report stated that after recent discus- 
sions with all segments of the aluminum industry, it was found that the shortage 
of aluminum supply is still exremely serious and further steps had to be taken 
to alleviate the shortage in order to avoid further industrial dislocations. 


Dr. Flemming, does that express what your action was in essence? 
Mr. Freamine. Mr. Chairman, that tells the story. 


Mr. Yates. That tells the story. And has your decision been made 
known to General Services Administration as yet? 

Mr. Fremmina. I assume that it has been, but from what you say, 
maybe the letter actually has not gotten here. The action has been 
approved, and they will get the necessary directive on it. 

Mr. Yares. I see. And that tells the story. 

I wonder if I can ask you a few questions, Dr. Flemming? 

Under the expansion contracts, the Government is entitled to call 
two-thirds of the production from the new facilities built under the 
contract, is it not? 

Mr. Ftemmine. That is right. 

Mr. Yares. And for the third quarter, you would tend to call no 
metal from these facilities, or do you intend to call for part of the 
two-thirds to which the Government is entitled? 

Mr. Fiemminec. The action that we have taken means that there 
will not be any call for the stockpile during the third quarter. One 
exception to that, of course, is the Braden and Massent contracts. 
Outside of that, there will be no call for the stockpile. 

Mr, Yares. Will this be made up at a later time? 

Mr. Ftemmine. It will be, unless at some later time for some reason 
we reduce our stockpile objective. Of course, as you know, we review 
our stockpile objectives from time to time. Sometimes they are 
increased ; sometimes they are lowered. 

If the objective is not lowered, we will call for this at some later 
time. 
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Mr. Yates. Are arrangements being made for oniioce the metal 
at the same price as it is available now? What happens in the event 
there is a price increase? 

Mr. Fiemmiuna. These are market-price contracts. 

Mr. Yates. So that if the metal goes up before the next call, the 
Government will pay an increased price? 

Mr. Fiemmine. That is correct, under the contract. 

Mr. Yates. Do you know, or does your staff know the estimated 
production for the third quarter from each of the primary producers, 
with the facilities which were built in accordance with the contract ? 

Mr. Ftemmine. Mr. Chairman, I have figures here. I do not know 
whether Congress and others would agree with them completely, but 
I suspect that it gives us a pretty fair estimate of what will happen 
during the third quarter. I will give you totals, first, if that will be 
helpful. 

This is an estimate for the third quarter. The estimated domestic 
production, 786 million pounds; primary imports, 128 million pounds; 
secondary, 200 million. That total is 1,114 million. As we under- 
stand, the total estimated demand, based on 350 million pounds per 
month, would be about 1,050 million. That would leave a balance of 
64 million pounds, but out of that it is necessary to take the Baden 
and Massena contracts, which I think will approximate 40 million 
pounds during the quarter ; is that correct ? 

Mr. Witmor. That is approximately it. 

Mr. Erskrne. 36 million. 

Mr. Witmor. 36 million to 40 million. 

Mr. Fiemmrne. 36 million to 40 million. If it is 40 million, that 
would be the balance of 24 million pounds. 

Our figures indicate that—well, those are the overall figures, Mr. 
Chairman. 

Mr. Yates. Then the nonintegrated users of raw aluminum would 
be entitled to two-thirds? 

Mr. Fiemminc. No. This is the overall production that I was 
giving you. 

Mr. Yates. I see. Now, what do you have for new capacity, the 
contract facilities? 

Mr. Fiemmrinc. The production from the contract facilities, we 
estimate as follows: 

Alcoa, 120 million; Kaiser, 121 million; Reynolds, 80 million; for 
a total of 321 million pounds. 

Mr. Yates. And the Government under the contract is entitled to 
call two-thirds of that? It is entitled to call all of it if it wants to, is 
it not, under that first paragraph ? 

Mr, Fremmine. That is right. The two-thirds applies to the in- 
dependents. That is, under the contract, as I understand it, two-thirds 
would go to the independents, less whatever the Government called 
for prock Di but the Government is not going to call any for the 
stockpile. 

Mr. Yates. That would make roughly 100 million pounds available 
for the primary producers and 200 million available for the noninte- 
grated users, assuming that the Government does not call any, and that 
isonanannualbasis? 

Vorces. No hae eet 

Mr. Yares. That is a quarterly basis? 
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Mr. Fiemmine. All these figures applied to the third quarter. 
Two-thirds of 321 million oa 214 million. 

Mr. Ruoapes. Is it not the general procedure to take the military 
set-aside off of this? 

Mr. Wimor. That is right. So under the 40 million which was 
developed, as I recall, the military set-aside is taken off this, 

Mr. Yares. It is taken off of new capacity alone? 

Mr. Ruoapes. Off the top. 

Mr. Yates. Is it taken off of new capacity alone, or is it divided be- 
tween old capacity and new capacity ¢ 

Mr. Ruoapes. It is prorated between the old and new. 

Mr. Yates. What you are saying, then, is that there is a certain 
portion of military set-asides for the military and for AEC? 

Mr. Ruoapes. It comes out of the expended capacity. 

Mr. Yares. It comes out of both old and new, and there is a certain 
portion that is attributable to new facilities which should be deducted 
before there is division between the primary producers and either the 
Government or the nonintegated users ? 

Mr. Ruoapes. That is correct. 

Mr. Wiumor. That is correct. 

Mr. Yates. All right. 

Mr. Firemmine. Mr. Chairman, could I ask Mr. Harris, does that 
check ? 

Mr. Harris. That is right. 

Mr. Yates. Apparently, however, the military set-aside is not a 
factor in connection with the 200 million pounds that was released 
from the stockpile, because presumably that was calculated in before 
the 200 million pounds was ordered for the stockpile; is that correct, 
or is that wrong? 

Mr. Wiimor. Oh, no. 

Mr. Yates. You buy for the stockpile? 

Mr. Fitemmine. We do not buy, of course, for the military or the 
AEC. It is just a case of setting aside a certain portion for the mili- 
tary and the AEC. Then the stockpile transaction is an entirely 
independent transaction. 

But as far as the third quarter is concerned, we will not buy any- 
thing for the stockpile. Of course, there are set-asides for the mili- 
tary and the AEC during the third quarter. 

Mr. Yates. Out of what you buy 4 

Mr. Fitemmine. No, no. 

Mr. Yares. That is right. So the military—— 

Mr. Fitemmine. The military contractors and the AEC contractors, 
wry te ing buy their own material. We do not have anything to do 
with that. 

Mr. Yates. That has nothing to do with the 200 million that you 
released, then ? 

Mr. Fremmine. That is right. 

Mr. Ruoapes. It has something to do with the two-thirds. 

pat Wuoor. That is right. ft has something to do with the two- 
thirds. 

Mr. Ruoapes. It is very simple. You take the total military set- 
asides. Supposing it is 200 million pounds, and assuming that the 
expanded capacity was 50-50, the old capacity and the new, you would 
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prorate 100 million, or half of the 200 million, to the new facilities, 
take that off the top, and then calculate your two-thirds just as Dr. 
Flemming has done here. rt 

Now, I think an appropriate question would be, what are the mili- 
tary set-asides, total, oe the third quarter ? 

Mr. Yares. I think this is an appropriate question if it were not 
classified. Is it classified ? 

Mr. Fiemmine. No. 

Mr. Harris? 

Mr. Erskine. 135 million. 

Mr. Firemmine. 135 million? 

Mr. Ersxinz. Yes, 

Mr. Yates. Is this annual, Mr. Harris, or third quarter? 

Mr. Harris. Third quarter. 

Mr. Ruoapes. I think that the expanded capacity 

Mr. Yates. This is the 135 million that is to be allocated to both the 
old capacity and the new capacity ? 

Mr. Witmor. That is correct. That is my understanding of it, Mr. 
Yates. 

Mr. Yates. Allright. What portion of it, Mr. Erskine, is allocable 
to old capacity and what portion is allocable to new capacity ? 

Mr. Ersxine. I do not have that, Mr. Chairman. 

Mr. Yates. Would anybody know that? 

Mr. Ruoapes. We know what percentage of our capacity is new and 
is old, but that is only a portion of the overall picture. 

Mr. Yates. Yes. But you do not know what portion of the 135 
million is attributable under some kind of formula which I assume 
exists between the old and new capacity ? 

Mr. Ruoapes. No, not between the three producers, but I know what 
it is after we get our portion of that. 

A Votce. ocaileamiels Yates, you can get the answer from the 
figures Dr. Flemming gave. He gave you the expanded production at 
321 million, total production at 786 million. Take the ratio of 321 
over 786. 

Mr. Yates. All right. Is this a fair allocation? 

Mr. Wumor. I think it is approximately the way it works. 

Mr. SHEEHAN. 42 percent. 

Mr. Latne. 41 percent. 

A Vorcr. Mr. Chairman, I would like to ask this question. Does 
the stockpile contract provide that military requirements be deducted 
from either shipments to the independents or to the stockpile? 

Mr. Yates. I am going to bring that out. 

Mr. Rhoades and Mr. Wilmot think that it is. I wanted to ask that 
question of Mr. Walsh, and Mr. Elliott, from General Services Ad- 
ministration, who have some familiarity with the contract, do you 
recall whether the contracts provide for military set-asides, including 
AEC set-asides, to be deducted from the amount that would be avail- 
able to nonintegrated users in the event the Government does not call 
for its requirements ? 

Mr. Watsu. Mr. Yates, the actual language of the contract starts 
off, aaa to priorities and allocations, the following formula shall 
apply. 

Military set-asides are a form of allocation. The result is as stated 
by Mr. Wilmot and Mr. Rhoades. 
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In other words, the military set-asides are prorated on the basis of 
capacity, and the portion attributable to the new production is taken 
first. Then the balance is subject to the two-thirds application. 

Mr. Yates. Very well. 

May I make the suggestion for future procedure from the audience ¢ 
It would be well, I think, to have any questions that you want to ask, 
written on a slip of paper and passed forward so that we can ask them. 
I think otherwise this may very well turn into a Donnybrook. I am 
not sure. But let us try to do it that way. 

Mr. Surenan. For the benefit of the non-Irish, you had better tell 
them what a Donnybrook is. 

Mr. Yares. And for the benefit of the reporter, I think for those of 
us at the conference table, it would be well to identify yourselves for 
the time being so that the reporter does know who you are. 

How much does that make available, then, for the nonintegrated 
users out of the aluminum that Dr. Flemming says the Government 
is releasing or is not calling? Has anybody got a calculation on that ? 

Mr. Witmor. May I make a suggestion there, Mr. Yates? I sus- 
pect that Sid Blumenreich here, a lightning calculator, would be able 
to give you that figure. 

Have you done it? He has probably already done it. 

Mr. Bucmenreicu. It is 40.8 percent—55 million pounds. 

Mr. Yates. What is-your answer, Mr. Blumenreich ? 

Mr. Brumenreicu. 321 over 786 is 40.8 percent. 40.8 percent times 
135 million, which was the set-aside Mr. Erskine gave us, is 55 
million pounds. 

Mr. Yates. And that is the amount, then, that is to be deducted 
for military set-asides from the two-thirds made available under the 
contract ? 

In other words, the amount available, according to this formula, 
as I understand it, is 100 million pounds minus 55 million? 

Mr. Ruoapes. 321 million less 55 million, which is 266 million. 

Mr. Yates. 266 million. 

Mr. Ruoaves. Take two-thirds of that. Is that correct ? 

Mr. Wiimor. It would work out the same way, I think. 

Mr. Yares. 178 million. 

Mr. Brix. 177 million pounds available. 

Mr. Yares. 177 million pounds available; is that correct? 

Mr. Brite. Roughly, yes, 177,332,000. 

Mr. Yates. Gentlemen, are there any questions at the table respect- 
ing the figures that have been calculated so far? 

Yes, Mr. Harris? 

Mr. Harris. Mr. Chairman, just to get all the facts on the table, some 
portion of that military set-aside of 55 million pounds might very 
well be supplied by the independents. It is not quite correct to sav 
that that 55 million comes off the top and sort of disappears. That 
would be allocated either to the prime producers or the independents, 
depending on whether or not they had military orders that were rated 
and would entitle them to a portion of that metal. 

Mr. Yates. Are you saying that the three primary producers may 
not have had the entire burden of carrying the military set-asides? ~ 

Mr. Harris. That is what I am saying. " 

Mr. Yares. And this amount for the nonintegrated users may very 
well be raised as a result of that? 
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Mr. Harris. That is right, as a result of military orders. 

Mr. Yares. All right. How do weeget the facts respecting this? 

Mr. Harris. Only by a very detailed calculation of what the orders 
may be for the third quarter, which is a very detailed job. 

Mr. Yares. How much of a number is involved in that ? 

Mr. Harris. The 55 million pounds that we are talking about, Mr. 
Yates, that came off the top, might very well be split between the 
primary producers and the independent fabricators, depending on 
the military requirements of the third quarter. 

Mr. Yates. I see. 

Mr. Lemetman. Mr. Yates, may I ask this question ¢ 

Mr. Yates. Mr. Lemelman. 

Mr. Lemecman. Is the military set-aside the outside requirement of 
the military! Is there a shrinkage in the actual take for the quarter ? 
And what happens to the difference between what has been allocated 
and what they need / 

Mr. Yates. Can you answer that, Mr. Harris? 

Mr. Harrts. I think I ean, Mr. Chairman. There might very well 
be a shrinkage in actual take during the quarter as against the set- 
aside. The procedures that have been followed by GSA in the past 
provide that that balance will be picked in the ensuing quarter or in 
the following quarter as a carryover, and picked up at that time. 

Mr. Yares. For what‘ For the stockpile? 

Mr. Harris. Well, let us say, for example, that the total set-aside 
was 55 million pounds. The actual shipments against that at the end 
of the quarter were only 45 million pounds. There is 10 million pounds 
that is picked up as a credit in the following quarter against the set- 
aside. So, if the following quarter set-aside, for example, were 50 
million, it would be reduced by 10 million. 

Mr. Arnotv. Then, if I understand you, any shrinkage 

Mr. Fiemmine. Mr. Chairman, I also suggest that it could work 
the other way, too. In addition to the shrinkage, the actual military 
take sometimes will exceed—I do not know whether it has in the case 
of aluminum or not—it has in the case of other materials—will exceed 
the set-aside. In other words, it can work either way. 

Mr. Witmor. That is correct, Doctor. All you would do, Mr. Chair- 
man, is that the Government directs each producer to set aside so 
much. Obviously that must be an estimate. Then against that, we 
go and get orders. 

Now, those orders from the producers of defense materials may be 
greater or less than the military set-aside which we are directed to 
make, 

Mr. Yates. We are trying to arrive at some figure which would 
show the amount to which the nonintegrated users are entitled as a 
result of Dr. Flemming’s action. We had a specific figure, and there 
are two imponderables that have suddenly entered the picture: One, 
the question of how much of the military requirements are produced 
by non-Big Three companies; and the second one is the amount of 
possible shrinkage. 

Can anybody from ODM or GAS operate on the figure when we 
have to find out what that figure should be? 

_ Mr. Fiemmine. Mr. Chairman, I think as far as the military factor 
Is concerned, it is impossible at this point to arrive at an exact figure, 
because it is experience alone that will indicate whether or not the 
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military is going to take all that we estimated that they would take, 
or whether they are going to take more. 

In other words, they have got an absolute priority as far as the 
military and AKC orders are concerned. That is an overriding prior- 
ity. And by the time the third quarter is finished, they may have taken 
less or they may have taken more. 

As Mr. Hartt has indicated, if they take less, that is figured in on 
the fourth quarter operation. If they take more, it can complicate 
things, as far as the civilian economy is concerned, but there is not 
anything we can do about that. 

Mr. Yates. It would have been much more simple, had you taken 
all this metal and distributed it. 

Mr. Exxiorr. Mr. Yates, to clarify, I do not believe it is by any 
means fixed as yet on the matter of how this adjustment is made in 
case of an overrun or an underrun on the military set-aside. That is 
still not clarified as between ourselves and the company. I think Mr. 
Harris stated the desirable way of handling it, but we are—— 

Mr. Yates. Are you saying that it is not a consideration in this 
matter, then, temporarily ¢ 

Mr. Evxiorr. No; I am merely saying it is an imponderable in 
which we cannot yet say there is an absolute method of fixing it. 

The other point that I would like to bring out, to clarify something 
that Mr. Harris said, is that with respect to such amount of military 
set-aside as may go to the nonintegrated users, two of the companies 
in the past have been taking that amount as a credit or offset against 
the two-thirds. Another has not. 

We are going to try to get that uniform, and frankly, it is our view, 
because I have expressed it at a meeting with the three companies, 
that the practice of the one company is, we feel, the better and prefera- 
ble. There should not be a deduction. 

So if our view is correct, then, the amount that would be available 
to nonintegrated, after making your military set-aside, would be two- 
thirds without any credit for the military set-aside portion. So that 
would be something that would go in addition. 

Mr. Yates. At any rate, it is clear that the minimum amount to 
which the nonintegrated users would be entitled is 177 million pounds, 
with the possibility that as a result of shrinkage and as a result of 
military production by others than the three primary producers, 
there may be an additional amount that may be available; is that 
correct ? 

Mr. Exxiotr. That is correct, Mr. Yates. 

Mr. Yates. All right. So for the purpose of our discussion, we 
can treat the 177 million pounds plus what is determined to be availa- 
ble at a later time. 

Mr. Covet. Mr. Chairman, just to add to the confusion, we also 
have a set-aside. 

Mr. Yates. When you say “we”—— 

Mr. Cover. Aluminum, Limited, Alean. When you subtract the 
import figures, it would add to your total, but not appreciably. 

Mr. Yates. You mean you have contracts with the military ? 

Mr. Covet. We have a set-aside which is described to us by the 
Commerce Department, and we accept orders against rated orders. 

Mr. FLtemmina. It is a voluntary set-aside. 
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Mr. Yates. You do not have a contract of this type, however, with 
the Government, do you? 

Mr. Cove. No. 

Mr. Yares. I wonder, therefore, why your set-aside is in the pic- 
ture, then ? 

Mr. Covet. I think it affects your total import figures. 

Mr. Wiumor. No. 

Mr. Cover. And your supply. 

Mr. Wiumor. No. It does not affect your imports. 

Mr. Fiemmine. Mr. Chairman, the import figures that I gave of 
128 million pounds are, as I understand it, the total imports, whether 
they come in for military purposes or for nonmilitary purposes. 

Mr. Covet. That is nght. 

Mr. FLemmine. So it would not affect that overall figure. 

Mr. Covet. The overall figure for the set-aside I think, as given by 
Mr. Erskine, was 135 million, which would include something for 
us, I believe. 

Mr. Yates. So what you are saying in essence is that there may be 
an additional amount available for nonintegrated users because of the 
allocation of a part of the set-asides to aluminum ? 

Mr. Covet. I have not followed that, but it may be—— 

Mr. Witmor. Mr. Chairman. 

Mr. Yates. Yes, Mr. Wilmot. 

Mr. Witmor. I think that is a proper deduction that you have just 
made. 

As I understand it, Dr. Flemming gave a figure of 128 million 
pounds of imports. That figure has nothing whatever to do with 
military set-asides or the allocation against military set-asides. 

Me: asi. That is right. 

Mr. Wiumor. However, if Aluminum Sales, Ltd., to which Mr. 
Covel refers, does accept a directive for a set-aside, it will have an 
effect, obviously, on the amount 

Mr. Yates. And increase the amount that is available under the 
contract ? 

Mr. Wiimor. Yes. 

Mr. Yates. All right. So for our purposes in trying to arrive at 
a figure, we have a figure now of 177 million-plus. 

Mr. Ruoapes. That is right. 

Mr. Bereman. Mr. Chairman. 

Mr. Yates. Yes, Mr. Bergman. 

Mr. Bereman. Mr. Flemming gave a figure of 200 million pounds 
of secondary available in the third quarter. The figures for the first 
quarter were 153 million. The estimates for the second quarter are 
148 million. 

I believe the third quarter should be somewhat under that, unless 
there are some other figures that are not available to us. 

Mr. Yares. Can you tell us where you got your figure, Dr. 
Flemming? 

Mr. Harris. That is an estimate by the Business Defense Service 
Administration of the Department of Commerce, Mr. Chairman. 

Mr. Bereman. What is that based on? Our third quarter business 
is normally our low quarter. 

Mr. Yates. Can somebody from BDSA answer that question ? 

Mr. Terror. Mr. Erskine of BDSA, can you answer that question? 
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Mr. Yares. The question is this, Mr. Erskine. Mr. Bergman, of 
the Aluminum Smelters, states that the figures for the first quarter 
show 153 million pounds of secondary available; for the second quar- 
ter, they show 148 million pounds of secondary available. He says 
that normally the third quarter is a low quarter in terms of amount 
of secondary available, and he wonders, therefore, how you arrive 
at your figure of 200 million pounds. 

Mr. Erskine. I do not have those figures at all. 

Mr. Yares. I beg your pardon? 

Mr. Esxrne. Those are not our figures. 

Mr. Ruoapes. Those are actual. 

Mr. Buumenreicu. Mr. Chairman 

Mr. Yates. Just a moment, Mr. Blumenreich. 

Where did you get your figures of 153 million pounds for the first 
quarter.and 148 million pounds for the second quarter ? 

Mr. Bereman. Those are actual Bureau of Mines figures. 

Mr. Yares. He says his figures come from the Bureau of Mines. 

Mr. Erskine. He does not represent the whole industry, though. 

Mr. Yates. What do you mean by that? 

Mr. Bereman. The Bureau of Mines is the whole industry. 

Mr. Erskine. That does not include, I believe, run-around scrap. 

Mr. Burron. Run-around scrap could not be included. 

Mr. Yates. Will somebody define run-around scrap for the chair- 
man ¢ 

Mr. Larner. That is the kind of scrap that diecasters get. 

Mr. Lemetman. Mr. Chairman, that is an extruded product, run- 
around scrap. 

Mr. Yates. What is it? 

Mr. LemetmMan. That is the scrap that is created from the extrusion 
of primary metal, that is, billets. And the same alloy is returned 
to the producer, who returns that scrap in the form of billets. 

Mr. Wiimor. Mr. Chairman, I will have to take another view of 
that. That is not quite descriptive of run-around scrap. 

Mr. Yates. Would somebody else like to define run-around scrap 
and tell us whether or not it should be considered in the amount of 
aluminum that is available for secondary in these computations? 

Mr. Britz. There is scrap that may come back to a mill, for rolling. 
That would not be in these figures, the same as this extrusion scrap. 
All of that would come, in our opinion, under this term “run-around 
scrap.” 

Mr. Yates. What is run-around scrap? 

Is it a residue left over after a manufacturing or milling process? 

Mr. Witmor. No. Perhaps—— 

A Voice. It is internally generated scrap that is sent to a primary 
producer and then returned. 

Mr. Wiimor. No. I disagree with that. 

A Voice. Or you can get it yourself. You can do it either way. 

Mr. Witmor. Let us restate the problem. 

Mr. Ruoapes. That is a lot of hay here. 

Mr. Witmor. Yes. This is a lot of hogwash here. 

Mr. Yates. Let us get down to the amount of aluminum that is 
available throughout the country. 

Mr. Ruoapes. Let us talk about the 177 to 200 million and get down 
to the problem. 
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Mr. Yates. We are doing that, but he has raised the question as to 
the amount of aluminum that is available in the Nation in the third 
quarter. ( 

Mr. Wicmor. Mr. Chairman, may I ask Mr. Bergman this question ¢ 

Mr. Yates. Surely, you may. 

Mr. Wiimor. It bears on this problem. 

You state that this is a seasonal matter, and traditionally in the 
third quarter the amount of secondary is low. 

I suspect that the way this estimate was made of the availability 
of scrap was on the basis of the increasing production of articles made 
of aluminum. Now, as the production of articles made of aluminum 
increases, so obviously does the generation of scrap, and the produc- 
tion of aluminum articles has been increasing, and it is to be expected, 
therefore, that the scrap generation also will increase and will come 
back on the market. That is an assumption. 

Mr. Bereman. Mr. Wilmot, I think there is a difference in thie 
definition of terms that we are talking about. You are talking about 
scrap availability and not secondary. 

Mr. Wiimor. Well 

Mr. Bergman. Maybe that is what Mr. Flemming is referring to. 

Mr. Witmor. That is possible, except that the increasing amount of 
scrap would presumably make available an increasing amount of 
secondary, would it not? 

Mr. Bergman. Unless it went into other products. 

Mr. Yates. Letusdothis. Weare trying to find out, one, how much 
aluminum is available—I mean, this committee is trying to find out 
(1) how much aluminum is available for the aluminum industry in 
the third quarter. Mr. Flemming has stated that there are 786 million 
pounds of domestic production available, 128 million pounds of pri- 
mary imports await and 200 million pounds of secondary 
available. 

Mr. Bergman has questioned the 200-million-pound figure, and 
apparently Mr. Erskine is going to tell us how he arrived at that 
figure at some later time. 

Can you tell us how you arrived at that figure now, Mr. Erskine ? 

Mr. Erskine. Yes. The total new scrap available is based on 20) 
percent of shipments of mill products with a 6-month lag. In other 
words, the shipments in January in the first quarter were high, and 
we assumed 20 percent of that showing up in the third quarter. That 
is the way we arrive at the new scrap, and we estimate old scrap of 
40 million and we come up with a total of 195 million for the third 
quarter, total. 

Mr. Wiitmor. That is all right. 

Mr. Erskine. And we adjust the Bureau of Mines figures slightly 
because they do not report completely. 

Mr. Bereman. It is a question of definition. By “secondary” you 
mean scrap availability ? 

Mr. Erskine. Yes. 

A Voice. Everything except primary. 

Mr. Erskine. Secondary recovery. There is a certain amount im- 
ported, too. 

Mr. Burron. Mr. Chairman. 

Mr. Yates. Mr. Burton. 

70669—56——22 
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Mr. Burton. There has been a confusing issue thrown into this, 
and that is this talk of runaround scrap which has not been properly 
defined, and should be clarified here and now. Runaround scrap is 
the scrap that is generated within the fabricating mill and never 
reaches the open market. It is taken right back into the process and 
reconsumed. It was produced once as metal. It cannot be con- 
sidered a second time as scrap to add to the supply. It has already 
been considered. It never reaches the open matket. 

Mr. Yates. All right. We will accept that definition in the absence 
of controversy. 

Mr. Bereman. We end up with a 24-million-pound extra amount of 
aluminum 

Mr. Yates. As being available, which is—— 

Mr. Bereman. And scrap availability of 200 million pounds. 
Where are the exports taken off? 

Mr. Yares. Is there a deduction for exports, Mr. Erskine? 

Mr. Ersxine. No. 

Mr. Yares. Then is there going to be any restriction on exports so 
that the whole 200 million pounds will be available for the industry 
here ? 

Mr. Erskine. That is a matter that will be brought up before the 
operating committee in the next week or 10 days. 

Mr. Yares. Then your payment of 200 million pounds does not 
mean that that is going to be the decision of the committee, neces- 
sarily ? 

Mr. Erskine. No. 

Mr. Yates. And the exports may very well cut into that amount? 

Mr. Erskine. That is right. 

Mr. Fitemmine. Mr. Chairman, as I understand it, the exports are 
included as a part of the demand. 

Mr. Witmor. That is the question. Isn’t that so, Dr. Flemming? 

Mr. Yates. Yes. But I was thinking in terms of aluminum as 
available for production within the country itself. But I agree that 
exports are part of the demand. 

Mr. Fiemmrine. That is right. 

Mr. Yates. But with exports, you do not have that amount of metal 
available for the aluminum industry in the country itself? 

Mr. Ruoapes. It was in this calculation here. 

Mr. Yates. Which calculation, Mr. Rhoades? 

Mr. Ruoapes. He has a total availability of metal of 1,114 million. 

Mr. Yares. That is right. 

Mr. Ruoapes. Then he has deducted from that 1,050 million de- 
mand, which includes metal that is exported from the country. So 
it nets out. 

Mr. Yares. Thank you. 

Mr. Cover. Mr. Chairman, a question on imports. 

Mr. Yares. Yes, Mr. Covel. 

Mr. Covet. We intend to bring in 118 million pounds in the third 
quarter, and I have just raised the question whether in this figure 
of 128 million pounds there might be something going into the stock- 
pile. I do not know the derivation of the 128 million pounds. 

Mr. Fiemmine. Mr. Chairman, I think our statement is very clear 
on that. There is nothing going into the stockpile except what comes 
from the Braden and Massena contracts in the third quarter. 








ALUMINUM INDUSTRY 333 


Mr. Yates. Does that explain it? : 

Mr. Covet. There is a difference of 10 million pounds there which 
I cannot explain. 

Mr. Yates. Those are not imports, certainly. 

Mr. Wiumor. Canada is not the only country that might import 
metal into the United States. 

Mr. Brite. Yes. There are some imports besides Canadian, perhaps. 

Mr. Yares. Gentlemen, under the contracts the phrase which is 
used as showing those who qualify for the allocation of the scrap, 
as I understand the contracts, are so-called nonintegrated users. 

What is a nonintegrated user under the terms of the contract? 
How is that acreatee by GSA, for example, which has the job of 
interpreting that! 

Mr. Wixmor. I can read that to you if you would like to have it. 

Mr. Ruoapes. It states it right in there. 

Mr. Wiimor. Just a second. 

Mr. Yates. Mr. Wilmot, let us have Mr. Elliott comment on that, 
because he has got the job of trying to make distribution of it. 

Mr. Wiimor. Right. 

Mr. Ex.iorr. Mr. Chairman, as used in the agreement, the term 
“nonintegrated user” shall mean any manufacturer, fabricator, finisher 
or producer of aluminum in the United States who is not a producer 
of primary aluminum or an affilliate or a subsidiary of such producer 
aad who is purchasing aluminum hereunder for his own manufactur- 
ing, fabricating, finishing, or producing operations. 

In short, that means everyone except Alcoa, Kaiser, Reynolds, 
Alcan, and Anaconda. 

Mr. Yates. Counsel would like to ask you a question on that. 

Mr. Arnotp. Mr. Elliott, I understand that that provision, read 
with the other provisions of the contract, in effect defines a non- 
integrated user as a person who purchases raw metal, and raw metal 
could be further defined as pig, ingot, or billet. 

But my understanding of the contracts is that the metal must go 
to nonintegrated customers who use primary or raw metal in the pig, 
ingot, or billet form. 

Mr. Exxiorrt. I think, Mr. Arnold, that you have put it a little bit 
differently. The term “nonintegrated user” is broadly defined. The 
form of metal which the companies are obligated to tender is pig, 
ingot, or billet. Conceivably—— 

Mr. Yates. Then you do not agree with his definition that this is 
a ne on the nonintegrated users who might be entitled to the 
meta 

Mr. Exxiorr. I think it is a practical limitation, Mr. Yates, rather 
than a local limitation. 

In other words, under the definition, you could conceive that X, a 
company which does not use pig, ingot, or billet in the first instance, 
could be a nonintegrated user entitled to a tender of such and could 
a that pig, ingot, or billet made into an extrusion or made into 
sheets. 

Mr. Yates. Do you understand that term to include a semifab pur- 
chaser? Would a semifab purchaser be entitled to metal under that 
contract ? 

Mr. Exsiorr. I would think yes, Mr. Yates. Now, as a practical 
matter, of course, a lot of these folks are not interested in buying pig, 
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ingot, or billet, if they are not using it directly ; in other words, if they 
have to have a further step done to it before they use it in an operation. 
Mr. Yares. It becomes important in terms of distribution to so- 
called nonintegrated users, because if you include, if the primaries 
include, semifabs and those who purchase fabricated products from | 
them as coming within the nonintegrated formula, presumably that 
would extend the field to a lot wider degree than if they were limited | 
only to those who used billets, pig, and ingot; is that not correct / | 
Mr. Exxtorr. That is correct, Mr. Yates. 
Bear in mind this: I feel that they are not integrated users who 
would be entitled to a purchase. They might not elect to make such 
a purchase, if they have to have a further step done to that pig, ingot, 
or billet before they use it directly in their own operation. But 
strictly as a matter of contract interpretation, I would think that 
someone who, let us say, uses sheet normally could be a nonintegrated 
user who would pure ‘hase pig or ingot and have that, then, made into 
sheet, and I think it would qualify as purchasing aluminum for his 
own manufacturing, fabricating, finishing, or producing operations. 
Mr. Yares. All right. 
Mr. Burton. Mr. Chairman, I would suggest that the Chair might 
wish to call Mr. Singer and ask him. He has made a study of those 
contracts. I think he might have some pertinent information on that 
subject. 
Mr. Yares. If Mr. Singer wants to make a comment, we would be 
glad to hear his comment. 
Did you want to make a comment, Mr. Singer / 
Mr. Sincer. Yes, I do, Mr. Chairman. I do not want to appear 
immodest here that I know it all, but as Mr. Burton said, having been 
one of the candidates during the second-run reduction facility expan- 
sion, I think I am somewhat qualified to put an interpretation on this 
clause. 
Mr. Elliott is one of the gentlemen we were negotiating with, as 
well as the former Administrator of General Services. It was my 
understanding then, and it is my understanding today that this refers 
to pig, ingot, and billet, raw materials—— 
Mr. Yates. When you say “this” refers, what do you mean? 
Mr. Stvcer. This contract. And that is what we were told, that 
we will have to ship two-thirds of our production, less anything taken 
by the Government stockpile to users of pig, ingot, or billet. 
Now, this stockpiling contract was not made for toll arrangements, 
nor for sheet manufacturers, or for sheet facilities, or toll arrange- 
ments of any kind, for aircraft companies or washing machine com- 
panies. This contract was made by the Government to cover the 
new pig-reduction facilities of the three producers, and therefore 
my interpretation is clear that this means the user of metal or ex- 
truders of metal, because if you want to carry on something ridicu- 
lous, after all, the housewife is an end-product user. If she ‘wants to 
buy an ingot of aluminum and send it to the foundry, to have it cast 
to sole it into a washing machine, then she will get her washing 
machine. 


It could be that ridiculous, if Mr. Elliott will forgive me for this 
interpretation. 


Mr. Yares. Of course, in the event we had to make a decision on 
this, we would have to be judges, and I think possibly that would 
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have to be a decision that a court might have to make. I do not know 
quite what the answer to that is. 

There is a gentleman on his feet. 

Mr. Apams. My name is Adams, of the Sheet Aluminum Corp., 
a division of Kohler Brass. 

Now, we are using this year in the sheet division alone, where we 
reroll sheet, a little better than 9 million pounds. Next year we hope 
to use better than 20 million pounds. Our extrusion division at 
Honeyville this year will use over 8 million pounds. 

Now, at the sheet division, the Sheet Aluminum Corp. division, 
we do not handle any pig, billet, or slab. We get our metal back 
from Alcoa, Kaiser, or Reynolds in the form of quarter or eighth-inch 
coil. 

So I think that we most certainly would be represented as one of 
the nonintegrated users. 

Mr. Sueenan. Mr. Chairman, may I make a 

Mr. Yates. It is a question of definition. 

Mr. Apams. We still do not buy any pig, ingot, or billet. 

Mr. Yates. My friend, it is a question of definition under the con- 
tract, and as I stated a moment ago, this is a question that may very 
well wind up in court unless there can be some agreement by the gentle- 
men here, and I wonder whether that is possible. 

But we respect Mr. Singer’s interpretation; we respect your desire 
for it. 

Mr. Sheehan, did you want to ask something ? 

Mr. Sueenan. I would like to make an observation, Mr. Chairman, 
along this line, so that we in the committee might know whereof we 
are speaking, along the lines that were expressed by these two 
gentlemen. 

According to the information that I have, a survey was made in 
1953, and the class of producers, people using aluminum, were broken 
down into 5 branches, and the first-class was the primary producers, 
of which there were 3; the second class was the secondary smelters 
converting scrap and virgin metal into ingot, which is 88; the third 
class was the mill-product manufacturers making mill or semifab 
products, such as sheet, foil, which in the industry at that time was 
approximately 133. 

The fourth group was the foundries or fabricators of castings, who 
produce castings principally from scrap or secondary ingots, which 
was estimated at 3,000. And the fifth class were the fabricators who 
make aluminum products, such as utensils, shapes, and window trims, 
which was estimated at 14,000 different industries or groups of people. 

Now, it would seem to me, Mr. Chairman, as an observation that 
if we or the court that is going to interpret this contract, interpret 
it as allowing this 177 million pounds or its proportion to go into 
only these particular 2 or 3 groups who could use it, then all of this 
aluminum would. have to be channeled, it seems to me, to the group of 
88, and to the group of 113, which would leave the other 3,000 or 
4,000 out in the cold. 

Vorces. No. 

Mr. Surenan. How would they get it? 

Mr. Larne. The foundry group, for example, the diecasters are in 
that group, and we get the majority of our metal from the group right 
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ahead, the smelters or the primary producers, about 80 percent from 
the smelters and 20 percent from the primary producers. 

Mr. Surenan. But the fabricators certainly would want to get 
some of that metal into their own hands, not the metal, but the end 
product itself? 

Mr. Larne. A fabricator who uses sheets and makes stampings will 
buy it from someone who produces sheet, just as we buy our ingot 
from a smelter. 

Mr. Sueenan. But they would be entitled to their proportion or 
something out of that allotment; would they not? 

Mr. Larne. It is covered in the higher group. You take care of 
the needs of the lowest group by seeing that the raw material is in 
the hands of the group that supplies it. 

Mr. SueeHan. But do not also the three primary producers supply 
some of this material ? 

Mr. Larne. To some extent. That is why two-thirds, I presume, 
was available. 

Mr. Yates. May I ask this: Wasn’t the purpose of making these 
contracts originally to provide for the manufacture of pig, ingot, 
and billet, and to make it available for sale thereafter? Is that not 
right, Dr. Flemming, as I understand it? Isn’t that what you are 
considering now in connection with the new products—the produc- 
tion of pig, ingot, and billet, and therefore the distribution of that 
to those who consumed those particular items—— 

Mr. Fiemmtine. As I understand it—— 

Mr. Yares (continuing). rather than the fabricated product itself? 

Mr. Ftemminec. The question as to the original intent back of these 
contracts—I think we had better bring in Elliott back into them, 
because he worked on the negotiation of them, and I did not have 
anything to do with them. But I would like to get his response to 
that. 

Mr. Yares. I asked Mr. Elliott that question, and Mr. Elliott, 
when I asked him how he defined a nonintegrated producer under the 
terms of the contract, apparently differs in his understanding of that 
term from Mr. Singer, who was one of the participants to that con- 
tract at an earlier date. 

Mr. Exuiorr. That is correct, Mr. Chairman. 

But I do want to clarify one point. I did not mean to say that the 
three primary producers could discharge their obligations by putting 
a condition or a tie-in of selling the pig on condition that the purchaser 
would agree to let them fabricate it into rod and bar or sheet. I 
did not mean that. They cannot do that. 

Their obligation is to offer pig, ingot, or billet. But I did mean 
to say that if Mr. X, a purchaser, needs this amount of aluminum for 
his own operations, and after buying the pig he needs another step 
done to it, which actually is not done in his own plant, he can have 
somebody else subcontract it; he could go back to Alcoa, if he bought 
it from Alcoa; he could go to Mr. Singer’s company if they are 
equipped to do it. He could go to Kaiser or whomever—— 

Mr. Yares. All right. Now, if this be truae—— 

Mr. Extiorr. But the company could not impose that condition. 

Mr. Yates. All right. As I interpret what you are saying, it is 
es ct obligation of the primary producers is to supply pig, ingot, 
and billet. 
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Mr. Exuiorr. That is right. 

Mr. Fiemmine. That is correct. 

Mr. Yates. Then in a calculation as to whether or not they have 
supplied two-thirds of the metal to nonintegrated users, should that 
not be limited to pig, ingot, and billet users? 

Mr. Extaorr. Pig, ingot, and billet purchasers who are going to use 
aluminum in their own manufacturing process. 

Mr. Yates. Does that come close to your definition, Mr. Singer? 

Mr. Srncer. It comes closer, but—there is a close “but”—as I under- 
stand it, it is the primary producer’s intention and it certainly is the 
intention of the secondary sellers, to sell on a historical pattern to 
their old customers plus some reserve for new customers. 

Well, I cannot conceive that Mr. Elliott’s interpretation could be 
put into effect, because Douglas Aircraft or some other aircraft com- 
panies never have purchased pig as such. They purchased sheet. or 
extrusions. Do you understand me, Mr. Chairman? 

Mr. Yates. I think I do. 

Mr. Srncer. I have no quarrel with Mr. Elliott’s interpretation. 
But practically it will not work that way. 

Mr. Yares. How will it work practically, then? 

Mr. Stncer. Because we all sell metal more or less on an historical 
pattern, in other words, to old customers, and this would mean that 
a lot of new customers would come into the field, such as Douglas 
Aircraft, who had never bought anything, but they will buy it now 
in order to have it converted into sheet. And that, in my opinion, 
would bypass or short circuit the original intent of the stockpiling 
program. 

Mr. Yates. Well, now, how does that bear, for example, on this? 
Here we have the answers of the primary producers to our question- 
naire that we sent out. In question No. 7 we asked: 

In what amount will sales be made to customers who use your facilities for 
fabrication? 

That referred to sales of metal that had been turned back from the 
stockpile. And Alcoa answered this in this way : 

This cannot be determined at this time. All of the metal released to Alcoa 
from stockpile call in the first half of 1955 was sold to us in the form of pig 
and ingot, as we contracted to do in our agreement with General Services Ad- 
ministration under date of April 7, 1955. We gave no relief in this first distri- 
bution to those nonintegrated users of aluminum who require the use of our 
fabricating facilities to produce such semifinished mill products as reroll slab, 
reroll coils, foil stock, redraw rod, forging stock, and tube blooms, or such fin- 
ished mill products as sheet and extrusions. 

The nonintegrated industry which uses any of these products is no less entitled 
to protection than those who buy aluminum pig or ingot; indeed, the noninte- 
grated companies which start their operations with semifinished or finished mill 
products outnumber pig and ingot customers by approximately 15 to 1. 

And I pause to ask the question: This may very well be, but are 
they entitled under the terms of the contract to be considered under 
the two-thirds formula, inasmuch as the contract, according to what 
Mr. Elliott has stated and Mr. Singer has stated, that the metal shell go 
to those who consume pig, ingot, and billet. 

Mr. Wiuimor. Are you—— 

Mr. Yates, I would like to have your interpretation. 

Mr. Wixmor. Are you directing that question to me, Mr. Yates? 

Mr. Yates. Yes. 
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Mr. Wiimor. First of all, let me say that it is a very common prac- 
tice for individuals whose operations start with a semifinished or com- 
pletely finished mill product to go and purchase the raw material and 
then send it to some company which has the facilities to convert that 
material into the product which that fabricator needs as a starting 
operation in his business. 

We have stated in here that, according to our own records, there are 
about 15 people, 15 concerns, who start with either semifinished or 
finished mill products rather than pig or ingot. 

Now, in our view it was the intent of these contracts and in fact of 
the expanded facilities, that is, the introduction of the expanded fa- 
cilities, that is, to make more aluminum available in the United States 
for all segments of industry ; that it cannot be restricted to 1 or 2 or 3 
segments of the whole. 

Mr. Yares. I would be inclined to agree with you about making it 
available to all segments of the industry assuming that Dr. Flemming 
and one of the other agencies of Government took this metal in as 
Government metal and then made it available to everybody. But if 
Dr. Flemming does not do that, and then turns it back to you, you 
are bound by what the terms of the contract are, it seems to me, and 
Mr. Elliott says that this metal apparently is to go, as he interprets 
the contract, to those who use pig, ingot, and billet. 

Mr. Singer says that when he was negotiating for a contract as a 
primary producer, that was what he was told, too, at that particular 
time. 

Perhaps the question is moot, however, and let me ask this question : 
Will the primary producers be able to make available the amount 
that is to be turned back to them to those who are consumers only of 
pig, ingot, and billet, the amount that is turned back, in addition to 
what their normal requirements are for their semifabs and their 
fabricated ? 

Isn’t that a pertinent question ? 

Mr. StranaHAn. Surely. 

Mr. Yates. Mr. Stranahan. 

Mr. Srranauan. I prepared a statement that reflects our views, 
and I would like to read from a portion of it that is applicable to 
this, if I might. 

Mr. Yares. Can you defer that just a moment until I get an answer 
to my question from the primary producers? Then I would be glad 
to hear you. 

Mr. SrranaHAn. All right. 

Mr. Yates. Now, certainly this business of definition is not impor- 
tant, really, at this time, at least if you are going to have sufficient 
metal on hand to make available as a result of Dr. Flemming’s largesse, 
if you are going to have enough metal on hand to supply the pig, ingot, 
and billet to nonintegrated users, together with taking care of your 
fabricated users. 

Mr. Witmor. Would you like me to answer that? 

Mr. Yares. I would like to get an answer. I would like to hear 
an answer from all three producers. 

Mr. Wiimor. Mr. Rhoades can start and I can follow. 


_ Mr. Ruoapes. Mr. Yates, if you look at the answer to that question, 
it is very short. 
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Mr. Yaves. I would read your answer and then I will ask the ques- 
tion again. 

Mr. Ruoapes. All right. 

Mr. Yares. No. 7. Kaiser answers: 

We ordinarily sell substantial quantities of primary metal to extruders who 
also use our facilities for toll fabricating scrap into extrusion billets. We also 
toll serap and minor quantities of pig aluminum purchased by our customers from 
other sources into semifabrieated shapes. We do not sell pig, ingot, or billet to 
customers for further fabrication in our facilities. 

The question I do want answered, though, I think, is you do sell 
semifabricated shapes. You are in the fabricating business, 

Mr. Ruoapes. That is correct. 

Mr. Yates. Now, in connection with metal that Dr. Flemming turns 
back, in the caleulation of whether you comply with the contract in 
making available the aluminum to two-thirds of the customers, will 
you in your definition include only those who purchase billet, pig, and 
ingot, or will you also include those who buy semifabricated material ? 

Mr. Ruoapes. We would not include those that purchase semifab- 
ricated material. I do not think that was quite the gist of your ques- 
tion, or at least the meat of your question. 

l thought what you had reference to might be a situation whereby 
we might sell a fabricator or a nonintegrated user pig, ingot, or billet, 
and take that back into our own facilities and treat it or fabricate it 
another step and then make that available to that particular company. 

Isn’t that what you were talking about ? 

Mr. Yates. That is what I was talking about at that time. But in 
the question of definition, though, I think that is not right to the 
point. 

Mr. Ruoanes. I do not think we have done that. I do not think we 
have a case where we have done that except as we referred to the 
“buts” for the extruders and some scrap. But you are talking about 
primary metal, I presume. 

Mr. Yates. That is right. 

Mr. Ruoapes. I do not know of a case where we have done that. 
However, we may have sold pig, ingot, or billet to a customer who 
took it to Alcoa and had them fabricate it through the first step. I 
do not know. 

Mr. Yates. But my question was just to the one point, Mr. Rhoades, 
and that is this: Under the terms of the contract, as these gentlemen 
seem to agree on it, the metal that Dr. Flemming is not taking should 
‘go to purchasers of pig, ingot, and billet. Is that your interpretation 
of the contract ? 

Mr. Ruoapes. That is where it goes. 

Mr. Yates. All right. And that is Alcoa’s interpretation, too? 

Mr. Witmor. I will go along with Mr. Elliott’s interpretation, 
wherein he says that the metal is available for sale to nonintegrated 
users, and he read from the contract the definition of a nonintegrated 
user. 

Now, let me, if you will, Mr. Yates, elaborate a bit. As we have 
indicated in our replies to you, there are many customers of ours 
who buy semifinished mill products. They have to have those semi- 
finished mill products in order to start their operations. 

Those purchasers of semifinished mill products are also competitors 
of ours. To deny them an increasing amount in prosperous times 
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and divert all of that to one or two other segments or three other 
segments of the industry, in my opinion would be most discriminatory 
and unfair and unequitable. 

Mr. Yares. All right. How much metal is available for them out 
of your production? You were having one-third to take care of those 
Seenieel were you not, out of the amount that Dr. Fleming has not 
taken ? 

Mr. Witmor. Really, Mr. Yates, I would not want to put it on a 
contract or rigid yardstick measurement. It seems to me that it 
gets to the question-—— 

Mr. Yates. No. The point I am making, Mr. Wilmot, is this: 
That the amount of metal that the Government is not taking is only 
two-thirds of your production. The customers to whom you refer 
could very well be taken care of out of the one-third that you get 
out of the new capacity in addition to your old capacity; is that not 
correct ? 

Mr. Wiimor. I could not measure it exactly. It seems to me that 
it all gets around again to the question of the point from which 
your demand will occur. 

Mr. Yates. What do you mean by “my demand”? 

Mr. Wumor. That is a variable. You can have a situation where 
wire, rod and bar, for example, is not increasing rapidly in sales. 
On the other hand, you can have a product like sheet and plate where 
the demand has increased immensely. 

Mr. Yares. But isn’t this irrelevant to our fundamental point, 
though ? 

Mr. Wiimor. Not in my view, not at all. 

Mr. Yates. All right. 

Mr. Wiimor. I am only trying to give you constructively what my 
view is. 

Mr. Yates. That is correct, and that is what I wanted. 

Mr. Wiimor. Yes. 

Mr. Yates. Now, Mr. Caskie, can we have your view on this? 

Mr. Casxrte. Yes, sir. 

As Mr. Reynolds stated in his letter to you, we want to distribute 
our metal on an equitable industrywide basis to all segments of the 
aluminum industry. Now, without going into the question of the 
position we might take in our arguments with Mr. Elliott in construc- 
tion of the contract, we have taken the position in answering your 
questions that in response to question 1 you wanted the proportion 
of pig, ingot, and billet increased sales, and in answer to question 7, 
you wanted the proportion of the additional metal which would be 
made available in form other than pig, ingot, and billet. And our 
answer was that we would make available 75 percent of the increased 
ee of metal in the form of pig, ingot, and billet, and 25 percent 
jn the form of other types of aluminum. 

Mr. Yates. I do not interpret question 7 to be that, Mr. Caskie. I 
did not ask you what amounts you will make available for sale in the 
form of fabricated product, but rather in what amount will sales be 
made to customers who use your facilities for fabrication. 

Mr. Casxre. That—— 

Mr. Yates. In other words, if you were going to sell the pig, ingot, 
and billet and fabricate it yourself—— 

Mr. Casxtr. I would not say that. 
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Mr. Yates. Did you want to say something? __ 

Mr. Stewart. We do not as a practice sell the pig as such and turn 
back and convert it. I think that was the question. In other words, 
as a matter of policy we do not sell the pig out and then turn around 
and convert it back into a semifabricated product. 

Mr. Ruoaves. Mr. Yates—— 

Mr. Yates. Well, then—— 

Mr. Casxte. May I go back to this thing, then? 

Mr. Yares. I will hear you in just a moment, Mr. Rhoades, as soon 
as Mr. Caskie finishes his statement. ape 

Mr. Casxie. We answered your question, because your question 1s 
not really applicable to our sales policy. So we started out: 

We interpret this question to mean—how much of the diverted stockpile will 
be sold to nonintegrated users in fabricated forms other than pig, ingot, and 
billet? 

And based on the calculations we gave in answer to question 1, it would 
be 25 percent. But it all goes to nonintegrated users. 

Mr. Yates. All right. Let me assume for purposes of my present 
question the definition that we were discussing at the moment, and that 
is, assuming that the metal that Dr. Flemming has not taken is turned 
back, will you make it available only to those nonintegrated users who 
purchase it in the form of pig, ingot, or billet ? 

Mr. Casxte. No. 

Mr. Yares. The answer is “No”? 

Mr. Casxte. That is right. 

Mr. Yares. All right. 

Mr. Caskte. Excuse me, Mr. Yates. But did we leave you in any 
doubt as to that in the answers to your questions ? 

Mr. Yares. If your answer is “No,” there is no doubt on it. 

Mr. Casxie. All right. 

Mr. Yates. Mr. Rhoades. 

Mr. Ruoapes. Kaiser does not sell primarily pig, ingot, and billet 
with a condition that we fabricate that material to another step. 
Any reduction in the stockpile called for the third quarter—and that 
is what we are talking about here—will be sold in the form of pig, 
ingot, and billet to nonintegrated users. 

Now, that is our position. 

Mr. Yates. Yes. 

Mr. Ruoapes. No. 2, Kaiser Aluminum will not fabricate in their 
own facilities any metal made available in the third quarter as a 
result of a reduction in the stockpile call. 

Now, is that clear? 

Mr. Yates. That makes it clear. That is all right. 

Did you want to make a statement now, sir? 

Mr. SrrANAHAN. Yes; I would like to. 

I think I can throw some light on it as a nonuser of ingot. 

From the press reports of the previous hearings and from the re- 
plies of the producers, it is not clear that all segments of the industry 
— ated in the distribution of the relief provided for in the first 

alf of the 1955 call. Apparently only the consumers of aluminum 
pig and ingot received any benefit of the previous distribution and, 
while the processors who received the metal directly were the imme- 
diate beneficiaries, their customers were after all the ones who received 
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the real benefit in the form of extrusions, castings, wire, and small 
emount of sheet. Thus only a small percentage of the consuming 
industries received any benefit from the forgiveness of the first half 
‘all, and it seems pertinent to inquire as to what is meant by a “non- 
integrated user.” 

Some segments of the industry may be in favor of a continuation 
of the policy of the first release and of the definition of “nonintegrated 
user” as only the purchaser of pig and ingot, but this would not at all 
satisfy the committee’s insistence that distribution be made on an 
“equitable industry-wide basis to all segments of the aluminum in- 
dustry.” 

I happen to be the current chairman of all foil division of the 
Aluminum Association. There are totally 11 foil rollers in the United 
States, 9 of whom are members of the association, the remaining 2 
being more or less captive mills rolling largely for their own con- 
sumption. Of the 9 member companies, 3 are the mills of the in- 
tegrated prime producers and 6 are so-called nonintegrated. These 
6 mills as well as the 2 captive operations purchase what to them is 
their raw material in the form of foil stock. This is coiled sheet in 
various thicknesses which is in turn rolled down to foil gages from 
0.00017- to 0.006-inch thick. These companies never, for this opera- 
tion, purchase any pig or ingot, and if pig or ingot is to be the basis 
of any future distribution, they will never be the beneficiary of any 
increase in allotments. Nor were they the beneficiaries of any 
distribution of the metal made available in the first half. There is 
2 note to see Alcoa reply to question 10. 

Since these nine companies have hundreds of customers, none of 
these were benefited by the release of additional metal in the first half, 
nor would they be in the third quarter if distribution is confined to the 
users of pig and ingot. Under such a plan it is not clear as to how 
“all segments of the aluminum industry” would benefit under the 
definition of a “nonintegrated user” as previously applied. 

‘The same situation applies in the case of sheet rerollers who follow 
the same pattern as the foil rollers but whose end product is heavier 
than 0.006-inch thick. 

There are also other converters and fabricators of mill products 
who do not buy pig and ingot and who are likewise nonparticipants 
in the distribution of increased supplies on such a basis. Producers 
of forgings buy rolled or extruded rod and bar. Wire and cable 
manufacturers buy rod for redrawing with wire. Producers of drawn 
tubing who do not extrude are purchasers of tube blooms. Collec- 
tively the customers of all these companies must be entitled to addi- 
tional material if increased aluminum is to be distributed equitably. 

Up to this point consideration has been given only to companies 
who either produce or consume mill products but who do not produce 
any aluminum metal. What is the status of the sheet user, for ex- 
ample, who buys exclusively from Alcoa, Reynolds, or Kaiser either 
by choice or because it is obtainable from no other source because of 
specification? Is that user to be excluded from any benefit from these 
increased supplies or is he to be restricted to such material as can 
be supplied to him outside of such increases? 

It seems hard to exclude such a customer and still argue that there 
is benefit to all segments of the industry. Thus it would seem to be 
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the inevitable conclusion that the user or purchaser of the mill product 
or foil or casting or forging is the logical nonintegrated user, and 
unless ‘all are able to participate in the use of additional supply, the 
sense of including all segments of the aluminum industry in such 
benefits is not being fulfilled. 

Whether there is anything in the contracts between the Govern- 
ment and the producers which would make this concept of the “non- 
integrated user” inapplicable, I do not know, but unless the distribu- 
tion can be so regulated as to include the cases I have mentioned, it 
will be impossible to make an equitable distribution, and one or more 
segments of the industry are bound to benefit more than others. 

Mr. Yates. I am glad you gave us your statement, Mr. Stranahan. 
I am sure you will agree with us, however, that, in view of the fact 
that no call is being made, it goes back to what the contractual arrange- 
ments are between the Government and the primary producers; does 
it not? 

Mr. Fiewmine. That is right. 

Mr. Yares. And what the definition is of a nonintegrated user 
under the terms of a particular contract that was entered into, unless, 
of course, there is an amendment to the contract entered into between 
the producers and the Government. 

Mr. STRANAHAN. Actually, Mr. Yates, it is a fact that in one case 
we are talking about a paper contract; in the other case we are talking 
about 200 million pounds of aluminum. It seems to me that there 
is quite a bit of difference between those two. 

Mr. Yates. I agree that there is quite a bit of difference in one case, 
with the Government taking possession of it, you would have 200 
million pounds of aluminum. But the Government not having called, 
says to the producers, “We don’t want the aluminum. Therefore, 
you are bound by the terms of the contract. You are back to paper 
instead of dealing with your 200 million pounds.” 

Is that not essentially what has occurred ? 

Did you want to ask a question, Mr. Lemelman? I think he is 
impatient. Go ahead, Mr. Lemelman. 

Mr. Lemetman. My impatience is notorious. 

Mr. Chairman, I call your attention to the contracts with the pri- 
mary producers in the light of what Mr. Elliott has stated, as to what 
is a nonintegrated user, and I call the committee’s attention to the 
contract, and in its entirety, in talking about aluminum, it speaks 
in terms of pig and ingot, to the extent that when we view the entire 
contract and attempt to interpret it, the term “pig and ingot” is the 
form of aluminum that is sold to the nonintegrated users. 

I wish that on the record. 

Mr. Yares. It is on the record, Mr. Lemelman. 

Mr. Witmor. Yes, sold to nonintegrated users, Phil. That is right. 
I agree with that. There are 20,000 of them. 

Mr. Yares. We have agreement with Mr. Wilmot now. 

Did you want to ask some questions? 

Mr. Arwnotp. Yes. 

Mr. Yates. Counsel would like to ask some questions. 

Mr. Arnotp. I want to put some figures on the table which I think 
at least reflect a certain aspect of what distribution would be equi- 
table. These are figures supplied the Department of Commerce, and 
show the amounts of millions of pounds supplied to the primary 
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nonintegrated users in primary pig, ingot, or billet form for the 
first 3 months of 1955, and also the amount of primary pig, ingot, 
and billet consumed in the primary producers’ own fabricating. 

Mr. Yares. Where did you get these figures? 

Mr. Arnotp. From the Department of Commerce, Aluminum- 
Magnesium Division, BDSA. 

Now, of course, the shortage started in January of 1955 and was 
fairly acute certainly by March of that same year. 

Now, the BDSA figures show that the percentage by which the 
primary producers increased their own consumption during this pe- 
riod of shortage was 16 percent. In other words, they increased their 
total consumption during a ponee of shortage by 16 percent. 

The amounts shipped to the nonintegrated users in turn were only 
increased by 5 percent. 

So without any other explanation, these figures would show that 
a much higher percentage of total consumption did go into the pri- 
mary producing plants, and it would follow that the semifabricated 
nonintegrated users should have been supplied from this increased 
consumption, and I think that is the thing that is on the committee’s 
mind at the present time, that unless we give the entire two-thirds 
to the users of primary pig, billet, and ingot, they are going to be 
getting a disproportionate share of the total market. 

Mr. Yates. Who is “they”? 

Mr. Arnoup. The nonintegrated users of primary pig billet. 

Mr. Ruoapes. May I make a remark on that? 

No. 1, what is the 5 percent over! What do you relate the 5 
percent to? 

Mr. Arnoxp. All right 

Mr. Ruoapes. And another point I would like to make is that we 
have a primary responsibility under our contracts to stockpile billet, 
and what metal is stockpiled has a bearing on the metal that may be 
available for nonintegrated users, also. 

So those figures, although they may be correct, I think are mislead- 
ing unless first you know the basis on which they are computed, and 
also take into consideration that Dr. Flemming wants in the stockpile. 

Mr. Yates. Suppose we give you the figures, then. 

Mr. Arnotp. In January of 1955—— 

Mr. Casxte. Excuse me, Mr. Chairman. Could I ask a question? 

Mr. Yares. Surely. 

Mr. Casxie. I disagree with the premise that the shortage started 
in January. The shortage started in October. And if you are going 
to pick a period in the middle of the shortage, I think you are going to 
get a distorted picture. 

I should start with the fourth quarter of 1954. 

Mr. Arnotp. Well, if we start with the fourth quarter of 1954 in 
relation to Reynolds, they were consuming approximately 55.6 percent 
of their total production. By the end of April, they were consuming 
64 percent of their total production, or an 8.4 percent increase. 

he metal shipped to the nonintegrated users in pig or bilet form 
increased by 3.2 percent. 

Mr. Yares. at was it in the previous instance, in the last quarter 
of last year, so that you get the comparison ? 

Mr. Arnon. All right. 
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For the average for the year 1954, the total consumption in your 
own plant was 55.6 percent. In April of 1954, your total consumption 
in a. own plants was 64.4 percent. 

. Casxre. In April of 1954? 

Mr, Arnowp. 1955. 

For the average, in 1954 the average of your total supply given in 
pig, billet, or ingot form to nonintegrated users was 16.8 percent. In 
April of 1955, the percent of the total supply given to nonintegrated 
users of the pig, ingot, or billet form was 20 percent. 

Mr. Wimor. Mr. Chairman. 

Mr. Yares. Yes, Mr. Wilmot. 

Mr. Wiimor. Could I recall the testimony I gave before your com- 
mittee here, I think on June 1? 

Mr, Yates. Yes, sir. 

Mr. Witmor. At that time I used the average month of 1954 as a 
norm of 100 and related to that the shipments we had made since that 
time in the months of 1955. This is in pig and ingot form. They 
were, the norm being 100: 

In January, shipments of pig and ingot to nonintegrated users, 120; 
February, 128; March, 140; April, 170. 

Mr. Yates, I think the point that counsel was attempting to make 
was that there was a greater increase in your own fabricating. 

Mr. Witmor. No. That was not true in our case, as I recall these 
figures. 

Mr. Ruopes. It was not true in our case, as I testified before—— 

Mr. Yates. You mean it was true only in Reynolds’ case 

Mr. Casxie. No. It was not true in Reynolds case. 

Mr. Wirmor. I think he is taking the industry as a whole. 

Mr. Ruoapes. Talking about 1954. Our fabrication increased 30 
percent, and our shipments in the form of pig and ingots to noninte- 
grated users increased 60 percent. 

Mr. Yares. All right. 

Counsel was reading from a letter which he received from the BDSA 
of the Department of Commerce dated May 21 and June 1, 1955. It 
has two stamps on it. 

Mr. Wumor. May I—— 

Mr. Yates. Let me finish, please. 

Mr. Witmor. Yes. 

Mr. Yates. I shall not read the stockpile figures, which are a part 
of this, because they are marked “Confidential,” but the rest of the 
figures are not marked “Confidential.” 

The first column shows total supply. The heading of the sheet is 
“Aluminum Primary Producers, Distribution of Metal, 1950-55.” 

The second column is headed “Fabricated Products Shipments 

Mill Products, Ingot for Use, Casting, Et Cetera, Which Is the 

omestic Consumption of Primary Piemucees) :” In 1950 the amount 
was 1,583, again in millions of pounds. There are the letters “NA,” 
which I assume mean “not available,” for 1951. 1952, 1,828; 1953, 
2,122; 1954, 1,801. 

Now, for 1955, it is broken down for the first quarter. January is 
176; February, 175; March, 200. 

The percen applicable for those same years are these : 82 percent 
for 1950; NA for 1951; 83 for 1952; 72 for 1953; 55 for 1954; and 
then for the first 3 months of 1955: 62, 69, and 71. 
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There is also a column here, “Primary Shipped to Customers.” 
For 1950, there is the figure 300; 1951, the letters NA; 1952, 346; 
1953, 429; 1954, 427; 1955, the first 3 months: 46, 53, and 52. 

Now, the percentages of the same figures: 1950, 15 percent; 1951, 
NA; 1952, 16 percent; 1953, 15 percent; 1954, 13 percent; 1955, the 
first 3 months, 16, 21, and 18 percent. 

There is a column here also with respect to the shipments to the 
stockpile. There is also a column, “Sold as Secondary,” and then 
there is the residual amount. 

Those are the figures upon which counsel has computed his per- 
centages. Now, are they wrong? If they are wrong, I think perhaps 
we want to hear from BDSA. But I assume that these are the figures 
that BDSA received from the primary metal producers. 

They have a footnote here which indicates, under the “Primary 
Shipped to Customers,’’—there is a footnote which says: “Shipments 
to customers include metal shipped and toll and conversion arrange- 
ments from January to March 1955, for all amounts not separately 
reported by one company are estimated.” 

Those are the figures upon which he based his statement that domes- 
tic consumption by the primary producers had increased and that 
the primary shipped to customers had decreased proportionately. 

Yes, Mr. Blumenreich. 

Mr. Biumenrercu. Do we have the figures for the pig and ingot 
customers sales for 1954, for the first 9 months of the year, or do 
vou have it by quarters ? 

Mr. Arnot. We have it just for the entire year. 

Mr. Btumenretcu. You just have it for the entire year. 

Would you notice, Mr. Chairman, that the rate for 1955 is almost 
50 percent higher than the year of 1954? That is, the annual rate 
is almost 50 percent higher, and 50 percent higher at the same time 
than 1953, double 1950. Notice what has happened in the fabricated 
products field for the primary producers. 

The 2,200 million annual rate for the first quarter of 1955 is only 
about 22 percent over 1954, in contrast to almost 50 percent for the 
pig and ingot customers, and it is only about 50 percent higher than 
the 1950 rate, whereas the pig and ingot customers are getting almost 
double. 

So I think picking a base year, 1954, and comparing peculiar per- 
centages, like percentage of total metal, and trying to show under 
those conditions that larger shares of the metal are going to the fabri- 
cated processors of the primary producers is really skewing and 
showing a most peculiar 

Mr. Yates. Is what? 

Mr. BiumenreicH. Let me put it this way: 

It shows the most peculiar aspects of mathematical application to 
what has happened. What is actually happening: 

Mr. Yares. You had better wait a moment. We have two more 
bells coming up. 

All right, Mr. Blumenreich. 

Mr. BuumenreicH. What is actually happening is that the rate of 
sales to pig and ingot customers is increasing far more sharply than 
the rate of sales by primary producers to customers who buy other 
products. It is clearly evident from these figures. 
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Mr. Yates. Mr. Blumenreich, we were concerned with what pri- 
marily—and perhaps we are poor statisticians in using the base that 
we did—but we were concerned primarily with what is happening 
during a period of aluminum shortage, and in the course of our tes- 
timony that we took a few weeks ago, they told us that on the basis 
of what was occurring in 1954, there were going to be no shortages in 
1955. 

This was what some of the witnesses testified to, that the shortages 
actually started to show up in the last month of 1954, starting with 
1955. "That was the reason that we took those figures as our base, to 
determine what was happening in the industry during this period, 
as to whether the primary producers were incurring as much of the 
shock of shortage as the rest of the industry was, and the figures that 
are in the statement that counsel makes shows that this was not true. 

This was the only purpose for bringing these figures forward, to 
show, one, with respect to our friend from the foil division, Mr. 
Stranahan, that the semifabs were getting their fair share during 
the first quarter, because they get it from the primary producers— 
do they not ? 

Mr. BLUMENREICH. So does everyone else. 

Mr. Yares. Yes. 

But they are semifabricators, and they would be getting it from 
the primary producers, inasmuch as the primary producers were manu- 
facturing or were absorbing a greater share of the production for 
their own uses than was going out into the remainder of the industry 
in the form of pig, ingot, and billet. 

Mr. BLumenreicu. Yes. 

But you are using the primary producers’ supply figure as a base. 

Consider the independerit fabricator and how much metal he got 
this year as compared to last year, and his increase has almost doubled. 

Mr. Apams. When you compare this first quarter of this year with 
last year, the entire industry last year was down approximately 22 
percent, including the primaries. 

Mr. Arnoxtp. You can compare it with the first month of this year, 
and you get the same result, and again the figures would indicate 
that when Mr. Flemming planned to release the 150-million pounds 
during the first quarter, the testimony is that all the primary pro- 
ducers knew about it, and these figures would indicate that instead 
of that metal being made almost exclusively available to users of 
primary pig and ingot, that during this crucial period and after the 


release was known, the primary producers increased proportionately 
their own consumption. 


Mr. Witmor. Wait a minute. 
I object strenuously to that statement. 

Mr. Ruoapes. I object. 

Mr. Yates. You will be entitled to be heard in just a moment. 
Have you finished your statement ? 

Mr. Arnoxp. Yes. 

Mr. Yares. All right. 

Now, Mr. Wilmot, you may object. 

Mr. Wiimor. Very well. 

We have testified on the stand 


Mr. Yares. Would you like to know the basis for his statement ? 
Mr. Wiumor. Yes. 
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Mr. Arnotp. Now, I may be wrong. I do not profess to be a 
statistician, but I am using the figures supplied by BDSA and also 
the primary producers, and now I am looking at Aluminum Company 
of America, your answer to question 2, the distribution of total 

Mr. Witmor. What letter are you reading from? 

Mr. Arnowp. This is the first letter we sent to you, under date of 
May 13, 1955. 

Mr. Yares. All right. 

Read the figures. Tell him the figures on which you base the 
statement. 

Mr. Arnoip. The following figures relate first to the amount of 
your total supply processed in fabricating plants or added to your 
inventories during the months of January, February, March, and 
April of 1955. 

The amounts are 77 million pounds, 75 million pounds, 85 million 
pounds, and 93 million pounds. The percent these amounts represent 
of the total production of your plant is 58 percent, 63 percent, 64 
percent, 69 percent. 

Now, with the same months and the same figures, we will take up 
the nonintegrated users to whom you ship primary metal in pig or 
ingot form. 

Mr. Wimmor. Yes. 

Mr. Arnoip. In January you shipped 14 million pounds; in Feb- 
ruary, 15 million pounds; in March, 18 million pounds; and in April, 
22 million. 

The percentages for these months of total supply are 10 percent, 
13 percent, 13 percent, and 16 percent. 

Now, if you use January as the basis there, you will find that from 
January to April, you increased your own consumption over what it 
was in January by approximately 11 percent, while you increased 
the consumption of the nonintegrated users by your sales of only 
6 percent. 

So again there is, to my mind, a disproportionate increase, which 
would show that the metal released from stockpile was primarily, or 
to a greater percent, going into your own plants, instead of the non- 
integrated users of primary pig. 

Mr. SHeenan. Mr. Arnol 

Mr. Wixmor. May I comment? 

Mr. Yates. May we hear from Mr. Sheehan and then from you, 
Mr. Wilmot? 

Mr. SueeHan. If they increased their shipments from 10 to 16 per- 
cent in 4 months, although it looks like they increased only 6 percent, 
they really gave those people a 60 percent increase in the 4 months. Is 
that not right ? 

Mr. Witmor. You see, there is no stockpile in here, 

Mr. SHEEHAN. But you gave these people actually a 60-percent 
increase in 4 months. 

Mr. Yates. Are there no stockpile diversions in the first quarter? 

Mr. Witmor. No. 

Mr. Ruoapes. No; the second quarter or the first quarter. 

Mr. Witmor. Mr. Yates, if I may be heard—— 

Mr. Yates. Mr. Wilmot. 
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Mr. Wiimor. I think where the error may occur is this, that this 
uestion is, “processed in fabricating plants or added to the pro- 
didcort? inventory.” 

Now, the fact is that in the first quarter and also in the second quar- 
ter, we have been making shipments to the stockpile, and that obviously 
comes out of the available metal supply. . 

There is another factor here that we subdivided, Mr. Arnold. 

Mr. Arnoip. Could I interject there and get the figure from your 
own sheet of the percentage actually shipped to stockpile ? 

In January it was 12 percent ; in April it was 6 percent. 

Mr. Wiimor. Where are you reading from? 

Mr. Yates. From the extension of that. Open the sheet. 

Mr. Arnop. In other words, your stockpile shipments were declin- 
ing by substantial percentages, so that accordingly, during these 
months, by your own figures, additional metal was available for the 
industry. 

Mr. Wicmor. There is a third column here to which we might refer, 
and that is that the question was also asked : 


Sold as primary metal in other than pig or ingot form to nonintegrated users. 


And there were 13 million pounds in January, 9 million in February, 
11 million in March, and 12 million in April, so that that increases the 
amount of metal which actually was furnished to the nonintegrated 
fabricators. 

Now, it is true that some of that went through probably the first 
stage of your fabricating operations. But agai may I say that if 
we do not do that, then Mr. Stranahan, that is, the collective Mr. 
Stranahan, have an inadequate supply, or they are not treated as 
fairly, it seems to me, as is true of some other segments of the industry. 

I do not limit this merely to the foil producers. 

And one other thing may I add while I have the floor here? 

Mr. Stranahan, did you say that you had not bought any pig and 
ingot from other sources to be converted ¢ 

Mr. Srrananan. No; I did not say that. But we had not. I do 
not know about the others. 

Mr. Wiumor. It is a practice, however, dealing with this general 
question—it is a practice and one which is followed by other foil 
producers, to supplement their supply by purchases in the open market. 

Mr. Yares. You mean, conversion agreements ? 

Mr. Witmor. And then shipping that metal to a producer to be 
converted into a product which he must have in order to start his 
operations. 

Mr. Yares. Is this a so-called conversion agreement that you are 
talking about, or a toll agreement? 

Mr. StrANAHAN. It would be a toll practice. 

Mr. Yares. A toll practice; that is right. 

Mr. Burton. I would like to say something, if I may. 

Mr. Yates. Just a moment, Mr. Burton. I think in all fairness 
to Mr. Rhoades, you ought to state what the Kaiser figures are before 
you get ready to object. 

Mr. Arnotp. Yes. 

Mr. Sueenan. Mr. Chairman, could I interject to find out what 
—_ am is? I am one of the objectors. 

r. Yares. Yes. 
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As soon as this point is through, we will hear Mr. Burton, and 
then we will adjourn until 1:30, if that is satisfactory to the 
gentlemen. 

[s that satisfactory to the Government people? 

Mr. Fiemoine. I will have to check. 

Mr. Casxir. Mr. Yates, could I add one little point? 

Mr. Burron. Mr. Chairman, I would be perfectly willing to wait 
until after lunch. 

Mr. Yates. All right. 

May we hear you after lunch, too, then ? 

Mr. Casxre. | would appreciate getting it before the same group, 
if I could. 

Mr. Yares. All right. Let us hear Kaiser’s figures, and then we 
will come back to Reynolds’. 

Mr. Arnowtp. I would like to bring Kaiser’s figures out, because I 
think Kaiser’s statement is unequivocal that they would make all 
this metal available in final form to nonintegrated users. I think 
that is what they did in the last half. 

Mr. Ruoaprs. | think that is correct. 

Mr. Arnoup. Because their figures show that their percentage of 
increase in January was only 1.8 percent, while the increase of the 
metal shipped to nonintegrated users in primary pig or billet form 
was 3.4 percent 

Mr. Yates. Which is in reverse ratio? 

Mr. Arnorp. It is in reverse ratio of what the other producers did. 

Mr. Yares. All right, Mr. Caskie. Did you want to comment on 
that, or does that speak for itself? 

Mr. Ruoapes. I think Mr. Arnold prefaced his remarks with what 
I was going to say. 

Mr. Yares. All right. Mr. Caskie. 

Mr. Caskre. Mr. Yates, in response to your question about our 
answers to your original questions 1 and 7, I gave you some percent- 
ages which related strictly to your questions, that is, what additional 
quantities of metal would be available to nonintegrated users on the 
one hand and to mill-product producers in some form or another on 
the other. 

I would like to add that Reynolds Metals Co. is selling to noninte- 
grated users in the form of pig, ingot, and billet, 110 percent of the 
quantity which we understand would have been called by the stock- 
pile had Dr. Flemming not taken his action. 

That is a much greater quantity that we are selling than the amount 
that came in direct answer to your question, because you asked about 
an additional quantity. 

Mr. Yares. Right. 

Gentlemen, we will adjourn until 1: 30. 

(Whereupon, at 12 o’clock noon, the subcommittee recessed, to 
reconvene at 1:30 p. m., of the same day.) 





AFTERNOON SESSION 


Mr. Yarers. The meeting will come to order, please. 

Mr. Burton, when we adjourned, you stated that you wanted to 
make a statement, and we agreed that you could make a statement as 
soon as the meeting reconvened. So, would you like to proceed now ? 
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Mr. Burton. In your invitation and in the publicity regarding this 
meeting, it was stated that you and the committee were seeking advice 
on distribution, and I have written down a few thoughts that I think 
are apropos and I would like to put them out for your consideration. 

Mr. Yates. More for the consideration of the primary producers 
than mine. 

Mr. Burton. It is very apropos of what Mr. Stranahan said, and 
we can sympathize very heartily with Mr. Stranahan’s problem and 
all others in similar spots, for we know also what shortages are. 

Perhaps amendment to the old contracts are in order, and new pro- 
visions in any new contracts signed may be in order. If that be the 
case, we are interested in having our interests and those of our cus- 
tomers properly protected, but there is a factor of maldistribution 
which, if corrected, can go a long way toward helping Mr. Stranahan’s 
problem. 

Before I make the statement, I would like to say that in referring 
to toll and conversion deals, I refer not to the return of billet, which 
is the normal procedure, but for the purchase of scrap in the open 
market and return to the producers for toll or conversion. 

The smelting industry presumes to extend advice only in the areas 
which affect its own business or its relationship with its customers. 

Much has been said of the present dislocation of relative prices of 
secondary and primary, and that this has caused increased pressures 
upon primary due to the plight of foundries and diecasters normally 
supplied by secondary. 

I assure you the smelting industry is not happy with any situation 
which causes high prices and disturbs customer relations. 

Mr. Wilmot in his testimony in your hearings has stated that this 
pressure existed, and why, and that it is contributing to the problem 
of the producers. We very thoroughly agree with him, and would 
point out that a goodly portion of the cause, and therefore a goodly 
portion of the cure, lies with the producers themselves. 

By engaging in toll or conversion deals, they have been and are 
contributing to rising scrap prices. By open-market purchases of 
scrap for their own consumption to replace in their own system metal 
they have shipped to the stockpile, they have added to the upward 
push on prices. 

These things they themselves could speedily correct, with the result 
that much of the pressure exerted by the switching of our traditional 
cusomers to primary would be removed. 

The flight from high secondary prices would be stopped, and pri- 
mary available to the users of semifabricated shapes, but this alone 
will not be the completed cure, unless and until the Government takes 
a realistic view of the effects of unlimited exports and acts to control 
them. 

Our advice would therefore be: (1) Curtail exports of aluminum 
scrap to a maximum of 1 million pounds per month; (2) cease toll 
or conversion operations on open-market purchases of all but a nom- 
inal amount of scrap by producers, for such time as stockpile is avail- 
able, either as a haven for metal or a source of relief. 

In that connection, I would point out that in 1954, 173 million 
pounds of scrap were consumed as purchased and toll or conversion 
deals by the producers—173 million pounds of scrap. 

Mr. Yates. During what year? 
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Mr. Burton. 1954. 

Mr. Yares. What percentage of the total scrap available was that? 

Mr. Burton. That would be 22.2 percent. 

Mr. Yares. This is toll or conversion, as opposed to outright 
purchases ? 

Mr. Burton. It includes purchase and toll and conversion. 

a Yates. Do you have it broken down by toll and conversion 
deals? 

Mr. Burton. No, sir; they are not broken down. They are from 
the Bureau of Mines’ figures, which report monthly on the consump- 
tion of scrap by the various segments of the industry, and which in- 
clude toll and conversion deals. 

These may appear as drastic remedies, but what is 200-million-pound 
cutback of metal destined for stockpile, if not drastic? And the time 
for consideration of these things, I think, is here, and if they are con- 
sidered and acted upon, a great deal of the problem of Mr. Stranahan 
and his fellow users of semifabricated shapes can be relieved, and the 
pressure will be taken off the primaries by our customers, who will 
then return to the normal channels of scrap flow, that is, buying their 
ingots through the smelting industry who consume 70 percent of this 
scrap. 

Mr. Yares. Let me see those figures to which Mr. Flemming testi- 
fied. 

Are there any figures for the first quarter on scrap purchases by the 
Primer producers ? 

Mr. Burton. There only have been 2 months released so far, by the 
Bureau of Mines. The March figures have not yet been released, so 
we do not have them. 

Mr. Yates. What do they show in terms of percentage of purchas- 
ing by the primary producers of available scrap ? 

Mr. Burton. Approximately 20 percent. 

Mr. Yates. The same as last year, then? Last year was 23. 

Mr. Burton. It was a little higher last year—26 or 27 percent last 
year. For this particular period of the year, overall, it was 22 and 
a fraction percent. 

Mr. Yates. For the whole year? 

Mr. Burron. For the whole year. 

Mr. Yares. For the comparable period in 1954, namely, the first 
few months, you say it was higher? 

Mr. Burron. It was probably 26 or 27 percent. At the same time, 
they were stockpiling heavily. 

Mr. Yates. I am requested to ask a question by Mr. Rhodes, as to 
what were the prices at which the primary was sold. 

Mr. Ruoapes. What was the price of secondary metal in 1954 during 
the period which you stated the primary producers purchased 173 
million pounds of scrap? 

Mr. Burton. Let some smelter, who actually sold, answer that. 

Mr. Ruoaves. What was the price in relation to primary during 
1954? That is, during a period that the primary producers allegedly 
purchased 173 million pounds of scrap. 

Mr. Burton. Not allegedly, but they did. 

Mr. Yates. You are not saying that the Bureau of Mines’ figures are 
incorrect ? 
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Mr. Ruoapes. No. My point is—I may be misinterpreting him, 
but I think that he is saying as a result of the fact that the primary 
producers are purchasing scrap, the price of scrap has gone way up. 

Mr. Burton. It has held. 

Mr. Ruoapes. During 1954 he said that the primary producers pur- 
chased 173 million pounds, and during 1954 the price of secondary 
was below. My point is that what relationship does the purchase of 
scrap by the primary producers have to the price of secondary metal 

Mr. Putco, The price of secondary metal has a definite bearing 
on what various users wish to purchase. 

Mr. Yates. I think it is true, except for the fact, however, that the 
thing that is of interest to me, as a member of this committee, is the 
fact that the primary producers who have full control over the 
primary supply of metal are also in the scrap market, acquiring 20 
percent of the scrap market, so that this is a significant statistic, 
[ think, so far as the committee is concerned, to show that the primary 
not only have the primary but also 20 percent of the scrap market. 

Mr. Covel, whom I think is still here, stated that insofar as imports 
to the United States are concerned, 221,000 tons will be exported by 
Alean or Aluminium—I do not know which is the exporting com- 
pany—into the United States during the year 1955, of which Kaiser 
will receive 16,000 tons, and Alcoa will receive 107,000 tons. 

So the metal keeps finding its way into the hands of the primary 
producers. 

When you talk in terms of competition, I agree that you may have 
an arguable point, but I think it is very significant that we do appreci- 
ate the fact that the primary producers of virgin metal are also 
meee into the scrap market and buying. 

Mr. Surenan. They always have been. 

Mr. Ruoapes. They always have been. 

Mr. Yares. Wait a minute. Let us take our time. Let me finish 
my statement, and then I will be glad to hear from the gentlemen. 

Except that in a period it becomes more acute, and I think that 
was the point I thought Mr. Burton wanted to make. 

If you want to say something, I will be glad to hear you. 

Mr. Ruoapes. It may become less acute because of the terrific prices 
the secondary smelters pay for scrap, which forces the primary pro- 
ducer out of the scrap market entirely, practically speaking. 

Mr. Yates. Are you saying that you are not buying the same 
amount this year as last? 

Mr. Ruoapes. We are buying less, because we cannot afford to pay 
the prices for scrap. Scrap is higher than virgin. : 

Mr. Yates. I know that. 

Do the figures that are put out—— 

Mr. Ruoapgs. I cannot speak for the industry. I am only speaking 
for ourselves. 

Mr. Yates. Is Kaiser buying less scrap this year than last year? 

Mr. Ruoapes. That is docieidoenliby less, because we could not afford 
to pay the prices that the secondary people pay for it and put 5 or 6 
cents’ spread over and above the scrap price and sell it in the form of 
ae ingot. 

Mr. Yares. What about the toll agreements and conversions, do 
you have those in Kaiser ? 

Mr. Ruoapes. We have some, yes. 

Mr. Yates. Is that increasing over last year or decreasing ? 
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Mr. Epmunps. Our toll agreements are running about the same 
level as last year. The great majority of the metal which we toll is 
with the extruders. On the raw material situation, we sell them so 
much primary, and many of them return serap to us to act as their 
primary supply. 

Mr. Yarers. As a matter of fact, though, is not this an indirect way 
of keeping the primary in the scrap market, too, in the sense that the 
extruders are told to go into the market and buy scrap, and you will 
sweeten it with the primary / 

Mr. Epmunps. It is a winter and summer proposition. When the 
market is low, they can return their scrap and when the market is 
high they return it, so that they have a stable supply at a stable price. 
It is a winter and summer thing. 

In some markets it is favorable to the producer, and in some markets 
it is very favorable to the extruder. It is what we would call a bona 
fide toll. 

Mr. Yates. Did you want to speak Mr. Erskine? 

Mr. Erskine. I wanted to call your attention, Mr. Chairman, to a 
letter which was addressed to you 

Mr. Yates. Which date? 

Mr. Ersxine. That is the letter of the 25th of May, the BDSA 
lJetter in which they indicate that in the year 1953, for example, 
primary producers consumed 26 percent of the scrap; in 1954 they 
consumed 22 percent of the scrap and in January of this year 17 per- 
cent; and in Doliemasy 16 percent. 

Mr. Yates. Of this scrap ? 

Mr. Ersxtne. Yes. 

Mr. Yares. I will be glad to hear you. Where is the other? 

Mr. Witmor. I had rather anticipated that this question would 
come up, so 1 have a number of figures that I have put together to 
our purchase of scrap. As a matter of fact, secondary ingot and also 
the amount of scrap and secondary which we received for toll and 
conversion operations. 

Making a comparison between 1954 and thus far in 1955 our pur- 
chases of scrap are considerably less than 50 percent of the purchases 
in 1954. 

The same thing is true to a lesser extent of scrap received for toll 
conversion. 

The total of the 2 is about 25 to 30 percent at an annual rate— 
25 to 30 percent less than the actual figures for 1954. I would say 
that they are about 50 percent of what they were in 1953. 

As to the question of the invasion of primary producers into the 
scrap field, as Mr. Rhoades said, that is not true. It has gone on as 
Jong as I can remember. 

Mr. Yares. By the use of the word “invasion” I perhaps was wrong. 

Mr. Witmor. I do not think you used the word. Perhaps it was 
my word. Let us say entry. 

Mr. Yates. The point I was seeking to make was that. the primary 
producers are in all fields of the supply of metal. They have control 
of the primary fields. They do have control of the primary fields, 
so they sell it to their customers and they are in the secondary field, 
by approximately 20 percent of the scrap market over the average. 
And they are also at least, two of them, obtaining, which is their 
right, imports from Alcan or Aluminum in Canada. 
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The question that comes up in my mind as one member of the com- 
mittee is that we have a Government which has purchased a certain 
amount of metal for the stockpile in time of critical shortage, is not 
enough to take its call and thereby putting back a vast amount of 
metal into the hands of the primary producers again. 

As one member of the committee, I would think it would be desirable 
to make sure that that amount of primary metal at least is distrib- 
uted throughout the industry in terms of making it available for the 
people that do not have this ready access to it, rather than in deter- 
mination with the customers of the three primary producers. 

Mr. Ruoaves. I do not like the implication there. 

Mr. Yates. I do not know whether I am making any implication. 

Mr. Ruoapes. You are implying that we are not doing that. I am 
speaking for Kaiser Aluminum and we are doing that. 

Mr. Yares. I have not been trying to say that you are not doing it 
or doing it. I am stating what I, as a member of the committee, 
would like to see. If you draw an implication that that is not hap- 
pening, it is not in my statement. I can only repeat the French 
phrase of my friend, “Honni soit qui mal y pense,’—which means, 
“Evil to him who evil thinks.” 

Mr. Ruoapes. I believe that, in facts and not so many speeches, Mr. 
Yates. 

Mr. Yates. Where am I wrong in my facts? 

Mr. Ruoapes. I can speak for Kaiser Aluminum and we have given 
you the facts. 

Mr. Yates. I have pointed out this morning after the interchange 
between Mr. Wilmot and counsel, I suggested to him that he clarify 
the record with respect to Kaiser and show how Kaiser did have a 
policy of making available the metal that it had received from the 
stockpile to the integrated users, so that when you say that I am 
creating a false impression, I do not think that is entirely fair, either, 
because these facts speak for themselves, in that respect. 

Mr. Wiuimor. May I simply say this, I am not trying to engage in 
any controversy. 

Mr. Yates. I am not. 

Mr. Wiimor. | know. 

Mr. Yares. As a public official, I am merely trying to pose the 
problem with which we, as a committee, are dealing. 

Mr. Wiimor. All I am saying is that if there were an impression 
abroad that the entry of primary producers into the scrap field is 
something new I am merely trying to make the record that that is not 
supported by the record, because let me go back. I will give you the 
exact figures in 1945. We purchased 195 million pounds of scrap in 
the open market. Today we are buying only a fraction of that 
amount. 

We are buying less now, considerably less than we did last year, 
and very much less than we did in 1953. 

Mr. Yates. What is Reynolds doing in this picture ? 

Mr. Brumenreicu. So far this year Reynolds’ purchases of scrap 
are about the same as last year, predominately for our secondary 
smelter. ; 

Mr. Caskte. We have a secondary smelter. It has to get a supply 
of secondary metal to operate on. . ; 








356 ALUMINUM INDUSTRY 


Mr. Yares. Are these figures correct that we have, namely, that 
in January 

Mr. Arnowp. The figures submitted by Reynolds Co. to the sub- 
committee in answer to the questions of the subcommittee show that 
in January of 1955 the recoverable content of scrap of Reynolds Metal 
Co. represented 2.8 percent of their total metal supply; that in Feb- 
ruary of 1955 it represented 6 percent; in March, 5.2 percent; and in 
April, 6.7 percent. . 

For 1954 the recoverable content of scrap was 3.2 percent of the 
entire metal supply of Reynolds Metal. 

Mr. Casxtr. Does that include the stockpile shipments, or do you 
deduct the stockpile shipments ? 

Mr. Arnotp. From scrap ? 

Mr. Ruoapes. The metal supply. 

Mr. Arnoup. The total metal supply upon which these percentages 
are based would not, unless you received metal from the stockpile. 
The stockpile would not be in this at all. This is your metal supply 
and not distribution. 

Mr. Srewarr. Those figures reflect both the purchase of scrap as 
well as conversions in the sense that on our conversion we do not 
convert in the same practice, probably, as our two competitors do. 
We do it on a purchase basis, exchange. So it is actually reported 
on the basis as a purchase, instead of two separate items, purchase 
and conversion. 

Mr. Bereman. Do they not all report on that basis? 

Mr. Witmor. Would you to hear ours? 

Mr. Yares. Sure, go ahead. 

Mr. Witmor. I will be delighted to give it to you. 

Mr. Sureenan. Will you yield for a moment? 

Mr. Wiimor. Yes. 

Mr. Surenan. We are talking about percentages. Do we have any 
figures so as to give it in pounds, because 100 percent might only 
mean a small number of pounds. Let us get it in the proper per- 
spective. 

Mr. Arno. In terms of pounds for January 1955, recoverable 
content of scrap in relation to Reynolds Metals Co. was 2 million 
pounds. In February, 4 million pounds. In March it was 4 million 
pounds. In April it was 5 million pounds. 

In the entire year of 1954 the figure of recoverable content of 
scrap is 27 million pounds. 

Mr. Casxtg. Or about 2.2 per month. 

Mr. Wiimor. If you want it in pounds, if you prefer that, in 1950 
the recoverable content of scrap, pure scrap, was 40 million pounds. 
In April of 1955 it was 2 million pounds, or at an annual rate of 24, 
which substantiates the earlier statement that I made of roughly 
50 percent. 

As to the total conversion in 1950 there was 41 million pounds. 
And in April it is an average of 4, which is 48. 

But now dealing with the total, it was 81 million in 1950, for ex- 
ample, and 125 in 1953, and it is now at an annual rate of 72. 

If I might merely add this, Mr. Yates, just for what help it may 
be to you: I said earlier that the practice of the primary producers 
purchasing scrap is not new, it has been going on for a long time. 
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As a matter of fact, in World War II at the direction of the Govern- 
ment, generators of scrap segregated that scrap by alloy and returned 
it to the producers to be converted back into the same material which 
they originally purchased. That was intended to be a move to pre- 
serve the identity of alloys and to make that conversion in the sim- 
plest fashion. 

Mr. Yates. That is true today as well. 

Mr. Witmor. My point is that the practice was started at that 
time. People became accustomed to that—the generators of scrap be- 
came accustomed to segregating and collecting and returning it. 

So I think that is merely a tradition, a practice which has become 
quite prevalent. 

Mr. LemetmMaNn. For the record, we are now discussing scrap prob- 
lems and the position of the extruder has been injected and the infer- 
ence drawn or it may be drawn that the extruder is placed in a 
competitive position for the purchase of scrap. In accordance with 
that I wish to make this statement. 

First, the extruder is historically a purchaser and a user of virgin 
billet or extrusion ingot. It is only when there is a lack of availability 
of supply in that respect does the extruder come into the so-called 
secondary market for which he has no play or use prior, and becomes 
a bidder for that scrap in order to get into a tolling or conversion 
arrangement with the producer. 

I wish, if I can, to make it understood here that the extruder is 
not a user of secondary scrap which the smelters, foundries, and others 
are historically users of, 

Mr. Yates. Did you want to say something ? 

Mr. Burton. I wanted to point out, Mr. Chairman, that I have 
made no claim that the entry of the producers into the purchase of 
scrap was a new venture. I have not said that, but we do have a new 
venture, a new client, inasmuch as we now have a stockpile which is a 
refuge for metal from the producers of primary metal and scrap 
purchases by them to go back into their system to replace metal 
shipped to the stockpile. We are therefore indirectly stockpiling 
scrap. 

Last year at this particular time of the year, when their scrap 
purchases were high, they were stockpiling heavily. 

Now we have relief from the stockpile, which is still a totally 
different climate. 

This purchase by the producers may be percentagewise lower, but 
it will remain lower. Is there any assurance that the climate will not 
change again ? 

Also, there is one thing that should be borne in mind and I believe 
at the time it was referred to by Mr. Rhoades: were not Alcoa and 
Kaiser in the secondary aluminum business at the time their scrap 
purchases were heavier? I would like to hear that answered. 

Mr. Ruoapves. We were not in the secondary aluminum business 
during the last year. 

We went out of the secondary business in 1952 or 1953. 

Mr. Burton. Stockpiling was heavy, was it not? 

Mr. Ruoapes. We are talking about scrap now. 

Mr. Epmunps. I may give you our figures for it. 
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During the year 1954 when we were not in the secondary business 
we purchased 24,500,000 pounds of scrap, which was 2.8 percent of 
our metal supply. 

In the months of February, March, and April of this year our 
purchases have dropped to 0.7 percent of our total metal supply. 

We are buying roughly half a million pounds a month. 

Mr. Burton. That is true for the third quarter projected ? 

Mr. Epmunps. For the coming third quarter I certainly think it 
will be based on an estimate that the current metal situation is going 
to remain. 

Mr. Burron. During 1954 when you say you were not in the sec- 
ondary business, you were stockpiling and shipping to the stockpile, 
were you not? 

Mr. Epmonps. That is correct. 

Mr. Burton. Then I say that the scrap is indirectly going into the 
stockpile and there is no provision for scrap in the stockpile, and 
nobody ever intended for it to be in the stockpile. 

Mr. Yates. May I ask a question that I think is pertinent here? 

During the stockpiling period in 1954 the price of aluminum went 
up by 1 cent. On shipments that were made to the stockpile between 
the second and third quarter there was an increased price of 1 cent. 
So that the Government paid a cent more for later shipments into 
the stockpile; is that correct? 

Mr. Witmor. I think there was an increase. 

Mr. Yares. Shipments to the stockpile subsequent to that time were 
on the higher price? In 1955, January, I think there was another 
increase. 

Mr. Ruoapes. The Ist of February. 

Mr. Yares. An increase of another cent ? 

Mr. Rnoapes. One-half in 1954 and a full cent 

Mr. Witmor. A half cent on the other was 1 cent. 

Mr. Yares. As I remember Mr. Reynolds’ testimony I gathered the 
impression that he thought the price of aluminum was going to go up 
again. Ismy memory correct in that? 

Mr. Casxir. He said that he thought that the present price of alumi- 
num was too low. You asked him what should the price be. He 
said he did not know; he would have to work on it a while. He 
thought the present price was too low. 

Mr. Yates. We may be contemplating another increase in the price 
of aluminum. The reason I bring this up is because if we defer ship- 
ment until some later date, unless this is an outright cancellation—Dr. 
Flemming—if we deferred these shipments to a later date, these are 
going into the stockpile at some later date on the basis of 1 cent in- 
crease, merely for the 200 million pounds and the companies would 
gain something like $2 million, would they not? 

Mr. Ruoapes. They would gain under either circumstance. We 
are going to sell all the metal we manufacture and produce to some- 
body sometime. So there is no gain. It is a question of when the 
purchaser buys it. If it is under the contract, it is the market price. 

Mr. Yares. Is it not to the benefit of the industry to have an action 
like Dr. Flemming’s, to have 200 million pounds released ? 

Mr. Ruoapes. If the price changes it will be at the new price. 

Mr. Yates. If the Government took delivery it would presumably 
be at a cheaper price than it will be at a later time, depending upon 
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when the price goes up. You do not contemplate that the price of 
aluminum is going down in the near future ¢ 

Mr. Ruoapes. No; not in the near future. 

Mr. Yares. It is extremely likely that the Government, if it takes 
delivery of the 200 million pounds of this quarter’s scheduled delivery 
and of the other, of the 150 million pounds diverted this year, the 
Government may have to pay a higher price for it. os 

Mr. Ruoaves. If the nonintegrated people take the 200 million 
pounds before the price goes up they will receive the benefit of the 
lower price. If the Government takes the metal subsequent to the 
price increase, they are going to have to pay the market price. 

Or if the nonintegrated people take it later, they will pay the market 
price. Thesame thing. 

Mr. Yares. Not in the terms of the Government’s position. 

Mr. Witmor. May I add this to Mr. Rhoades’ remarks? In the 
testimony I gave I said that I felt that there had been quite a concerted 
rush on the part of a great many people to buy aluminum, because they 
had the money, and they felt it was a good trade, to trade dollars for 
a critical or useful material like aluminum. 

I think that very same thing has occurred on the part of a lot of 
people who have been buying aluminum so vigorously in the last few 
months. I know Dr. Flemming has a great desire always to buy 
whatever raw material may be necessary for the Government stock- 
pile at the lowest cost. And I assume, too, that the Navy would like 
to build aircraft carriers at the lowest cost, but unfortunately they 
cannot always do that. 

I think here is merely the purchase of a material to fulfill a stock- 
pile objective at the price, which is in effect at the time the shipment 
1s made in just the same fashion as you will have to pay for any other 
material required for the security of the country, whatever that ma- 
terial may be at the time it is either sold or fabricated. 

Mr. Yates. Do you know of an instance in which the Government 
bought stockpile metal where the price was lower at one time than 
at a later time? 

Mr. Witmor. No; I do not think I do. 

Mr. Watsn. There was back in 1948 when we bought nickel below 
the market price. 

Mr. Yates. You bought it below the market price in terms of your 
contract. 

Mr. Watsn. Yes; you could have done that in the case of copper 
here, too, recently. 

Mr. Yates, That is the point I am making. The stockpile levels 
are still way below those set. The Government is going to be buying 
aluminum, Dr. Flemming, according to your testimony, in 1958. 
And if diversions occur until some later date, based wpon production 
schedules as they are at the present time. Presumably, therefore, if 
the Government does divert shipments at the present time and tells 
the producer, “You do not have to deliver to the Government until a 
later time,” is not the Government moving into a period of paying 
more for the material ? : 

Mr. FLemminea. The question you have raised is basic to owr whole 
operation. Wherever we have a market price contract for delivery 
to the stockpile of aluminum or copper or any other metal or ma- 
terial, where we decide that the best. interest of the civilian economy 
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as a whole is such as to slow down on our purchase schedule, we al- 
ways run the risk of paying more for certain amounts of materials 
going into the stockpile. 

There is a slight possiblity, of course, that we will pay less, but 
that is a slight possibility. 

Mr. Yates. You would not even consider that a slight possibility. 
You are too much of an expert. 

Mr. Fiemmine. In any event, that is a factor that the Government 
has to take into consideration when it decided to defer delivery of 
any amounts to the stockpile of any material. 

Mr. SHEEHAN. Are we not a party, our committee here, to making 
you people in the Government pay more money when we ask you to 
defer purchasing in order to help small business? 

Mr. Fitemmine. As I understand the recommendations of the com- 
mittee, that they made, you indicated an interest in the possibility of 
making additional amounts available. 

Mr. Sueenan. That isright. Therefore, if the Government has to 
pay 1 or 2 million dollars more in order to save small business, our 
committee has an interest in it, we cannot criticize you or the Gov- 
ernment or anyone else for having to pay more if we make that 
recommendation. 

Mr. Yates. Except, it was the intent of our committee that small 
business be protected. 

Mr. Sueenan. Right now we are off ona tangent. We are worry- 
ing about the Government paying more money. 

Mr. Yates. Yes. I think all of these people pay taxes, too. 

Did you want to make a comment? 

Mr. Ruoaprs. Regardless of whether the stockpile takes it or the 
nonintegrated people take it, I want the point made clear that the 
companies do not benefit. 

Mr. Sueenan. That is right. 

Mr. Ruoapes. It does not make any difference whom we sell it to. 
As a matter of history—— 

Mr. Yates. That may be true in your case. 

Mr. Ruoapes. It is true in all cases. 

Mr. Yates. This may be, except for the fact that it depends upon 
whether or not the metal benefits the customer relationships of the 
primary producer or benefits the customer relationships of other 
companies too. 

Mr. Ruoapes. I am talking about the profits that the company 
might make. 

Mr. Yares. I was talking about metal made available, that the 
stockpile makes available. 

Mr. Ruoapes. As a member of the Aluminum-Magnesium Com- 
mittee of the Munitions Board, I urged very, very strongly, and so 
did Mr. Reynolds, that the Government stockpile aluminum at the 
price at that time which was 14 cents a pound, and there was a surplus 
of aluminum. In fact, the Reynolds Metal Co. closed down a plant or 
partially so because they could not sell the metal; is that not correct? 

Mr. Casxie. Yes, sir. 

Mr. Yates. There is no disagreement in principle between you and 
me, because as Dr. Flemming knows, when he appeared before the 
Appropriations Subcommittee of which I am a member, and which 
appropriates funds for the purchasing of the metal for the stockpile, 
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the questions he got why are we not moving to meet our levels of the 
stockpile. 

We are up against a situation here. I must confess, frankly, that 
I really do not like it, because I would like to see our stockpile filled 
up as promptly as possible. I though it was paradoxical. I suppose 
you will accuse me of making another speech. 

As I say, I thought it was paradoxical the other day that we made 
metal available from the eaceede which we need for national safety, 
and ae go out on an alert where 15,000 people are engaged in a mock 
air raid. 

Mr. Arnon. I would like to ask Dr. Flemming just 1 or 2 questions. 

The committee in its recommendation to Hike Pieastiisbnt of Com- 
merce, did not recommend a cancellation of the stockpile call, they 
recommended that the deliveries for the third quarter be deferred 
until a later date. 

I would like to ask you, where you do defer the delivery after 
making the call, as you have done in the first half, and you defer 
the delivery of that metal until October, if the price increases between 
the period when you make the call and the period at the time the 
actual delivery is made, would the Government have to pay the 
increased price at the time of delivery ? 

Mr. Fiemmine. Under the provisions of the contract, we would. 

Mr. Yares, Is it the contract price at the time of delivery? 

Mr. Ftemmine, That is correct. 

Mr. Yates. Rather than at the time of call? 

Mr. Fiemmine. That is right. The time of delivery. That is the 
provision of the contract. 

Mr. Yates. I think we have covered almost all of the basic facts. 

Did you want to say something ? 

Mr. Bereman. There was one item on this scrap thing that I think 
might have been overlooked. It is the basic thing that the smelters 
are worried about. 

We realize that the primaries have bought far below what they call 
their normal percent, somewhere around 20 to 25 percent of the total 
scrap in the first half of 1955. 

What we are disturbed about, and what we are worried about is 
during the time when this tremendous, amount of metal is going to 
be put on the market, metal normally that would go into the stockpile, 
are they going during the second half of this year to buy sufficient 
quantities to get them back up to what their normal for the year 
would be, which means they could buy during the last half of this 
year around 35 percent of the scrap? 

What would that do to the scrap prices if they stayed in the scrap 
market and bought that quantity of scrap? What will happen to the 
scrap market? And how competitive will our industry be? 

Mr. Yares. I cannot answer that question. I do not know whether 
the gentlemen want to answer it or not. 

Mr. Ruoapes. I cannot answer it. 

Mr. Yares. There is no answer. 

_ I would like to ask Dr. Flemming another question. I think this 
is probably something that the primary producers want to know too. 

nasmuch as you have stated that you are deferring shipment of 
stockpile metal, what happens if you take the amount you deferred 
during the fourth quarter? 
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Mr. Fiemminc. We have made no decision what we will ask for 
for delivery. 

Mr. Yates. In the event that you take delivery during the fourth 
quarter, let me ask this next question, then: Was the amount that 
you deferred during the first half of this year canceled out or was it 
actually deferred ? 

Mr. Fiemme. In the same way it was before. 

Mr. Yates. I do not understand that. Does that mean canceled? 
What do you mean by deferred ? 

Mr. Fiemmine. Let me put it this way so that we do not get con- 
fused: We have a stockpile objective. 

Mr. Yates. You have got 4 of them—you have got the maximum 
and the minimum and 2 others. 

Mr. Fitemminc. We have call rights. We have an objective; we 
are going ultimately to call enough to meet that stockpile objective. 

So far as these amounts are concerned, they are simply deferred. 
Ultimately they will be called. We are just changing our schedule 
for calling the amounts that we intended to call all the way along the 
line. There will be no change in that unless we change our stockpile 
objective. If we lower it, that will result in a change. If we do not, 
these will all be called. 

Mr. Yates. Could the primary producers meet your call in the 
event the call for the fourth quarter, and how much have you de- 
ferred ¢ 

Mr. Fiemmine. I have not said anything about the fourth quarter. 
I think you are introducing an extraneous issue there, because we have 
said that we have made no decision as to when we will call. We have 
said that we would size up the fourth quarter situation in time to give 
everybody due notice. Whether we are going to call in the fourth 
quarter what we had planned to call, whether we call that, plus some 
more, or whether we call less than we planned to call in the fourth 
quarter, I do not know. 

I do not think that I should make any statement on it one way 
or another at this time. 

Mr. Yates. All right. Do you have a right under the contract to 
defer the delivery in this way during a single year? 

Mr. FLtemminc. We have the right to develop a schedule for de- 
livery to the stockpile which would call for any reasonable amounts. 
We had a plan for this year. We thought that we were going to get 
so much. Obviously we are not. And consequently, if we do not 
reduce the stockpile objective, we are faced with the question of 
whether we are going to call more next year than we had planned 
to call in order to meet our stockpile objective at the time we planned 
to meet it, or whether we are going to stretch it out and meet that 
stockpile objective at a later date. 

Mr. Yates. Under your contract, do you have the right to call all 
of the metal which you normally would call over a period of a year 
within one quarter, or do the producers have—— 

Mr. Rwoapes. NP to production. 

Mr. Yates. Do the producers have a right to spread it out? 

Mr, Fiemmine. Up to the productive capacity of the expanded 
facility. 

Mr. Sueenan. Dr. Flemming, in the final analysis, does not. the 
attainment of the goals of the stockpile program depend upon our 
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whole peace policy? In other words, if President Eisenhower is 
suecessful in continuing to bring us more and more peaceful effort, 
conceivably we could stretch that stockpile program out into the fu- 
ture without being worried about it? 

Mr. Fiemmine. That is a fair statement. 

Mr. Arnoxp. Do you think the summit discussions will have any 
effect? [Laughter. | 

Mr. Witmor. I rather gather that you feel that you have covered 
most of the points. I would merely like to be heard before you close 
the meeting. 

Mr. Yares. The meeting is not closed. The comment I made was 
that I thought that we had laid out on the table a great many facts 
for consideration of those who are here. That is, of course, the pri- 
mary question. All those who were here have had an opportunity 
to examine the replies of the primary producers as to the manner 
in which they propose to distribute the amount of metal which Dr. 
Flemming has not called for this quarter. 

Is that plan an equitable plan of distribution in the judgment of 
those who are the remainder of the industry / 

Mr. Burton had one suggestion, and that was with respect to the 
purchase of scrap. He felt that there should be a deferral by the 
primary producers in the purchase of scrap and in toll and other 
arrangements. That, obviously, this committee has no control over, 
and that is something that the primary producers, within their own 
organization, have to determine 

Are there any other suggestions that can be made from other 
members of the industry as to other proposals? 

Mr. Lemetman. May I pose this question through you to the pro- 
ducers, as to what provisions, what theory of distribution they intend 
to make—and I speak for the extruders—two of those who have no 
historical pattern with them, who have no contractual relations with 
them, to the extent of affording them an availability of supply ? 

Mr. Yates. What is the answer to that? Do you have such a thing 
as a hardship pool? Is that what you had in mind? 

Mr. LemetMANn. I was coming to that. I thought I would hear 
from the producers before I raised that question. 

Mr. Yares. I have suggested to the General Services Administra- 
tion the possibility of this. I knew that BDSA had eliminated the 
pool in the case of copper. I thought possibly that some kind of a 
comparable hardship pool might be worked out by the primary pro- 
ducers themselves in cooperation with GSA. 

I think Dr. Flemming has said that the ultimate job of supervising 
the distribution of the metal they have is theirs: did you not say that / 

Mr. Fitemmrine. They have the responsibility for handling the ad- 
ministration of it. 

Mr. Yates. That is right. 

1 thought some cooperative arrangement of that type might be 
worked out between the primary producers and GSA. I spoke to 
Mr. Elliott about that. i do not know what the answer to that is. 
1 would like to hear from the producers of the primary metals myself. 

Would you like to comment? 

Mr. Ruoapes. First, I would like to say it is very difficult to be 
specific in a matter such as this, when you are dealing with something 
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the significance of which we are at this time unable to properly 
evaluate. We generally classify our customers into four groups. 

One, our contractual group, where we have contractual commit- 
ments to deliver to nonintegrated people pig, ingot, and billet. 

No. 2, we have the historical customers, the customers who, over 
a period of years, have depended upon us as a source of metal supply. 

No. 3, we have a group that have increased their uses, have expanded 
their facilities. And we would like to give them consideration. 

The fourth group is what we call the substitute group, the fabri- 
cators, who normally would not buy primary under normal conditions, 
and as soon as the normal supply conditions return, we are sure 
that they would purchase secondary or other forms of metal, other 
than primary. 

Mr. LemetmMan. May I interject at this point this: I noticed the 
four characterizations, but I failed to find one for the new extruder 
who has come into the picture and has come into being in the latter 
part of 1954 and early 1955. 

Mr. Ruoapes. That would be covered in the classification of ex- 
panded. 

Mr. LemetmMan. Does that come into the increased uses ? 

Mr. Ruoapes. No. 3, expanded—either new facility or an additional 
press or requirement. 

Mr. Arnoitp. What was the fourth classification ? 

Mr. Ruoapes. Substitute customers; customers who have never 
purchased metal from us and who are now after metal because of 
the price relationship that exists between primary and secondary. 

Mr. Yates. Would you want to comment 

Mr. Witmor. Really, I can read this into the record at this point. 

Mr. Yates. We are going to put your replies to the questionnaire 
into the record. 

Mr. Wumor. We did cover that whole situation, I think, in quite 
some detail in the answers that we made to your interrogatories. 

I would like to say here, of course, that under no possible set of 
circumstances could we agree with anybody, I make that just for the 
record, as to precisely what we would do particularly with other 
people, anything of the sort. 

Mr. Sueenan. They are still under the antitrust acts. 

Mr. Wumor. That is exactly right. 

If I could use a sort of a homely analogy here it would be this: 
If we may assume that the Government has occupied several hundred 
rooms in our hotel and let us say they suddenly moved out to ask us 
pecisely how we are going to assign the rooms that have been vacated 
is an extremely difficult thing for us to answer. 

First of all we have to find out who the people are who want to 
move in and register at the desk for this hotel. It is just as simple 
as that, it seems to me. 

You try to keep some metal in reserve for the individuals men- 
tioned by Mr. Lemelman. 

There are 2 or 3 statements that I would like to make. If Mr. 
Arnold would permit me, I would like to refer to the figures for the 
increase in the use for further fabrication compared with the increase 
of sales of pig, ingot, and billet for the period from January to April 
1955. This is merely for the record, Mr. Chairman. 
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I want to make this statement for that purpose. We had an inter- 
change on that this morning. 

Our answer to Mr. Yates’ question No. 2 is that in January 1955, 
58 percent of our supply of metal was processed in fabrication, or 
added to inventories. 

In April 1955, 69 percent was so used. 

That literally is a change of 11 percentage points. It is actually 
20 percent greater. That is dealing with the change, 20 percent in- 
crease in the metal which went through our fabricating facilities. 

Let us examine the other part of it. 

In January 1955, 10 percent of our supply was sold in pig and ingot 
form to nonintegrated producers. 

In April, 16 percent was so sold. 

This is an increase, not of 6 percent, but of about 60 percent. 

I just wanted to make that for the record. 

I want also to make clear the position of Alcoa with respect to the 
disposition of metal during the third quarter. We will, of course, abide 
by our obligations under the contract. 

Since Dr. Flemming has indicated that there will be no call for 
stockpiling in the third quarter, we recognize an obligation to sell two- 
thirds of the production of the expanded facilities in the form of pig, 
ingot, and billet to nonintegrated users after proper deduction of mili- 
tary set aside, which is provided in the contract. 

There is one other point that I would like to make. There has been 
a great deal of discussion here today as to interpretation of the legal 
phraseology in the contracts. I am sure that the committee is princi- 
pally concerned with the desirability of making a proper and equitable 
amount of aluminum available to all segments of the industry. Those 
are your own words, Mr. Chairman. 

Mr. Yates. And very good ones. 

Mr. Witmor. I think so, too, in the letter that you wrote. I can 
give you a little bit of a bird’s eye view of what we expect to do. This 
is, I think, about the way it works. 

As we have presently estimated this—I wish you would edit my re- 
marks here—we have every expectation at the moment of shipping to 
nonintegrated fabricators in the third quarter of this year, July, 
August, and September, a total of about 95 million pounds. That is 
something more than three times the amount which has gone to those 
people in the year 1954. 

r. Yates. Does that include shipments only in the form of pig? 

Mr. Witmor. That is correct. 

Three times as much. I submit to you that the amount that goes 
through our fabricating facilities is going to be very different than 
that figure. 

Let me merely add this, that while you tagged Reynolds and myself 
as being conservative optimists at the time of the taking of our 
testimony, I said I was an optimistic optimist, and I am with respect 
to the aluminum industry. However, I am not enough of an opti- 
mistic optimist to believe that the average user of pig and ingot, that 
his business has increased so substantially that in the aggregate it 
will require three times as much pig and ingot from us as it did in 
the average month in 1954. 

Mr. Yates. Thank you. 
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Mr. Sueenan. Before we leave Mr. Wilmot, may I ask him a few 
questions for my own information ¢ 

I want to go back to 1953 when Alcoa had the contract. for 600,000 
tons with the Canadian company. Did not the Antitrust Division 
bring suit against you or ask you not to take that contract? 

Mr. Wiimor. That is right. 

Mr. SHeenan. What was the final end of that particular case’ 

Mr. Witmor. Well, as to the technicalities of that subject, I think 
I am quite familiar with them, but we do have a member of our legal 
staff here, Mr. Unverzagt, and I should like for him to answer that. 

I believe he might be able to give you more of the details, if you 
want to get the details. 

Mr. Surenan. In other words, part, or maybe the main reason for 
your not taking the extra tonnage of imports into this country in 
1953 was due to the antitrust action ? 

Mr. Unverzactr. The contract was fully performed. During the 
time that the proceedings were pending in the court, by agreement 
with Government counsel, the contract was performed according to 
its terms, but no additional amounts were taken. In other words, 
there was no anticipation of deliveries that were due in the future. 
The case was terminated in the court by consent order, by the pro- 
visions of which the contract was permitted to remain in full force and 
to be carried out according to its terms. 

There was also a provision in that consent order for Aluminium, 
Ltd., to make available to nonintegrated users in the United States 
a certain amount of aluminum and a further provision that in the 
event of short supply the deliveries to the nonintegrated users would 
have precedence over the deliveries under the contract to Alcoa. 

Mr. Sueenan. What I am trying to get at is, what effect did this 
interjection of the antitrust action or the Government into this con- 
tract have on present-day 1955 supplies? Did it lessen the supplies 
that we would have had? 

Mr. Unverzacr. It made no change so far as their contract was 
concerned. 

Mr. Yates. May we return to you? Kaiser has a fine record of 
public relations in this whole thing. 

Mr. Ruoapes. Kaiser Aluminum has and is selling to the Govern- 
ment stockpile and to nonintegrated users. During the third quar- 
ter it will all be to the nonintegrated users, when we get. it in the form 
of pig, ingot, and billet, metal required under our supply contracts 
plus an amount at least the equal to the amount we sold nonintegrated 
users from our old facilities prior to the expansion program. 

Question: What would that be in pounds? 

Mr. Yates. Do you have any idea what that would be in poundage? 

Mr. Ruoapes. For the quarter I would say it would be in the 
neighborhood of 80 or 85 million pounds. 

Mr. Yates. Does that answer your question ? 

Mr. SHrenan. You then agree with Mr. Wilmot that the non- 
integrated users in the third quarter will get far greater amount in 
pounds than they got in the comparable period last year? 

Mr. Ruoapes. In our case, yes, they will. I cannot quite come up 
to his percentage, because we did more selling previously compara- 
tively and, therefore, we have a larger base on which to compute a 
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percentage, but actually the number of pounds is pretty much the 
same and we are a considerably smaller company than Alcoa. 

Insofar as the total metal availability of production is concerned, 
IT mean 

Mr. Wiumor. Everybody was stirring around last year to get busi- 
ness, you know. 

Mr. Yares. Will you tell us what Reynolds Metals proposes to do 
in the face of the very fine statements made by the two other pro- 
ducers ¢ 

Mr. Casktr. We have given you the figures in our responses to your 
letter and they will be at least 56 million pounds in the months of 
July, August, and September. That will exceed the amounts we will 
be required to deliver to nonintegrated users by our contracts with 
the Government and it is roughly twice as much metal as we delivered 
nonintegrated users in the same period of last year. 

Mr. Yates. How will the amount you retain compare with what 
you retained during each quarter in the past for your own use? 

Mr. Casxir. They are in the answer to the interrogatories. They 
are roughly 14 or 15 million pounds a month. This works to about 
18 million pounds per month. 

Mr. Arnotp. Forty-four million. For the first quarter of 1955 you 
will supply actually about 4 million pounds to nonintegrated users; 
for the third quarter of 1955, as I understand your statement, you 
will supply ot hie 56 million pounds of primary metal in pig, ingot, 
and billet to nonintegrated users. 

Mr. Casxte. That is correct. 

Mr. Yates. Thank you. Are there any other questions? 

Mr. Casktr. Mr. Lemelman asked a question about new extruders 
and hardship cases. 

I think we have in our answer to your questions made it clear that 
in exercising our rights to select our customers, as we have a right 
to do under our contracts with the Government, we give a great deal 
of consideration to the so-called hardship cases. It is one of the 
many factors that we consider in the selection of the customer or the 
acceptance of a customer order. I really cannot elaborate on that. 

We are sympathetically considering the extruders. 

Mr. Lemetman. I wish to make this addition to my previous re-: 
mark, and to try to keep the discussion on the right track. There 
has been an increase in the number of extruders since July 1 of 1954. 
There has been also an increase in the extruders who were existing 
prior to July 1, 1954, by additional presses that they have placed in 
their operations. 

I note with interest the statements by the producers to the extent 
that they are to consider and will consider contractual obligations, 
historical patterns, increased uses and those who are abnormal users 
of virgin aluminum, but I again point out to you, Mr. Chairman, there 
are at least 40 extruders who have come into being since July 1 who 
have no historical pattern, who have not been offered or have not 
been made available to them contracts for their supply, who at this 
stage are in dire need of metal. And unless a provision is made for 
them they will wither on the vine to the extent that by the end of the 
third quarter they will have no metal to continue their operations. 
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I have asked and I have discussed this matter with the producers 
relative to setting up a hardship 1 or some percentage of this 
diversion of stockpile material for the first quarter to the extent that 
criteria could be established through General Services Administra- 
tion and a committee appointed by the industry to see that an equit- 
able distribution is made of this metal from the hardship pool to 
enable these extruders to maintain their operations. I have not heard 
any comment on that to the extent that any thinking or any con- 
structive thinking has been made in that respect. These 40 or more 
extruders, I say to you again, Mr. Chairman, will wither on the vine 
before the end of 1955. 

Mr. Yares. Are you speaking of new extruders or are you speaking 
of extruders who have expanded their facilities? 

Mr. LemetMan. Both. 

Mr. Sueenan. Both. 

Mr. Yates. You say both now ¢ 

Mr. Lemetman. There are 40 existing companies. And there are 
the previously constituted extruders who have added presses to their 
operations. They also have a problem. They have made their invest- 
ments, and they are looking for a source of supply. 

Certainly, if there is a diversion of this mantel flesy should be con- 
sidered. These presses were put in operation when the producers 
themselves said that there was availability in 1954 and that we can 
look forward to availability in 1955. 

I am not speaking for the extruder who is coming into being in 
August of 1955 or December of 1955. I am speaking of those who 
are presently constituted and have no availability of metal. 

Mr. Yates. Do any of the other gentlemen at this table want to 
comment at this time? Do you have anything further to say? 

Mr. Brite. I would like for the record to state that Congressman 
Sheehan this morning showed great concern, as we all have, for the 
14,000 end users, and said if the distribution of this metal went only 
to pig, ingot, and billet consumers, that they would not benefit. 

It seems to me indirectly they are the only beneficiaries of that, 
beeause all that our mills make eventually finds its way into the 
hands of these consumers. 

What do we do with the metal except to distribute it to those in 
that 14,000 group? So they certainly will benefit to the extent that 
these mills benefit. They are the ultimate recipients of this metal. 
And all metal that is fabricated. 

Mr. Yates. Did you want to say something? 

Mr. Biumenreicu. We were given figures earlier this morning 
which indicated that during 1954 in the average month the domestic 
producers shipped 36 million pounds per month. That was 427 
million pounds. 

We were given figures in addition that during the first quarter of 
1955 the three domestic producers shipped 50 million pounds per 
month to nonintegrated users in the form of pig, ingot, and billet. 

The figures that you have heard from the three producers indicate 
that during the third quarter as a result of Dr. Flemming’s action 
there will be 80 million pounds per month available to the non- 
integrated users. 
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The three figures stacked up, 36, 50, and 80, indicates that it is 
more than doubled. Again the total industry demand is only up in 
the area of about 25 to 30 percent. If that is not making a very sub- 
stantial contribution to the needs of all kinds of nonintegrated users, 
I do not know what could be given as an answer to anybody. 

Mr. Leme man. The only comment I have on that, Mr. Chairman, 
is that those with the mostest will get the mostest. 

Mr. Corz. The figures that Mr. Blumenreich just quoted from the 
prime beter there will be made available in the third quarter a 
total of 231 million pounds. That includes stockpile relief, 1 assume. 

As pointed out, they had 36 million pounds available which in it- 
self would have been 108 million pounds last year. With the increased 
facilities normally available, withions anything else added to the stock- 
pile relief, that should come to well over 300 million pounds. But 
the Seen producers just told us there will only be 231 million 
pounds. 

; Mr. Yates. He has 246 here. 

Mr. Casxie. It is 246 or, rather, it is 236. 

Mr. Coz. All right. I just wanted to find out whether that was 
the minimum or the maximum figure. 

Mr. Yates. Thank you. Is there anything that you want to say 
further, Dr. Flemming? 

Mr, Ftemmine. No. 

Mr. Yates. Mr. Walsh? I think that you might give some consid- 
eration to the statement that was made by Mr. Lemelman in terms of 
possible hardship to some of the people in the field in terms of your 
associations with the primary producers. There is nothing that this 
committee can do, obviously. I think it is something that in your 
supervision of the operation of the contracts by the primary pro- 
ducers it is something that you might want to discuss with them. 

You have found them cooperative ? 

Mr. Watsn. Yes. 

Mr. Sineer. This 80 million pounds that he projects per month, 
I believe he said would move to the nonintegrated in ingot and pig. 
Will that come out. of the primary producers production facilities or 
will part of it come out of the scrap from the scrap market ? 

Mr. Buumenreicn. All I can say is that I took the figures as given 
by the three producers which stated that they were going to give cer- 
tain amounts of metal in the form of pig, ingot and billet. I simply 
added them up. That is all I know. 

Mr. Wo xre. I suppose that I should keep quiet. I represent an 
industry that nobody has mentioned here except some of the secondary 


ys. 

Mr. Yates. Which one? 

Mr. Wotre. That is the foundry industry. We have had our 
troubles. The fact of the matter is that the actions on the scrap diver- 
sion to foreign countries, the purchase of it by primary producers, 
et cetera, has gotten the price to the point that we are losing our busi- 
ness and going out of business. It is going back to other forms of 
fabrication. 

So far, sitting quietly here, I do not believe we have gotten to the 
root of the trouble T have heard a lot of righteous indignation from 
some of our producers. I have heard some heated denials, and a lot 
of too caret! explanations. 
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I believe the producers are doing a good job. It is their metal, 
even though we pay for it partly for their facilities, but every time 
you talk about relief to the independents, you find that Kaiser, 
Reynolds, perhaps Alcoa are building new fabricating plants. Again 
bringing down the supply of metal. And if there is that much metal, 
if there is a shortage, why are they building new plants to take it from 
the ones who have it now ? 

Kaiser and Reynolds have done a job. They did part of a job 
in supplying the little fellow who buys 500 pounds, 1,000 pounds, or 
2,000 pounds by making agreements with certain distributors, which 
agreements they have not kept. 

As a result, these small foundries are unable to get the types of 
material that they need occasionally, unless they have rated orders. 
Their competition with the larger foundries and historic backgrounds, 
where they are able to get prime at one price and the small business 
must pay 30 to 40 percent more, I think is a part of this committee’s 
program. 

Unless we get relief on scrap, the stockpiling is not going to help 
us a great deal at all. I mean the relief from stockpiling. 

Mr. Yares. When you say “relief,” what do you have in mind? 

Mr. Wotre. I have in mind that these exports have to come down. 
I do not care how much they figure that Germany should have, or 
the others. Give them sufficient, but cut out the monkey business 
with these exports. 

They tell us that by so doing they are putting controls on. I do not 
know what you have today but controls. Controlled by stockpil- 
ing, one of the most insidious controls there is. 

We in our industry do not believe that this stockpile needs what it 
does. I know that Dr. Flemming will take a great deal of issue with 
me on that, but we feel that stockpiling is a price-controlling proposi- 
tion. For instance, that is for basic industries, mining, and pro- 
ducing. 

Mr. Yates. The worst thing you could have said to Dr. Flemming. 

Mr. Wotre. He may take me over the coals for it. That is the 
way we feel, when they say what we ask for is control. I think the 
most insidious control is stockpiling the way in which it is used. 
When the boys have a little excess of metal, stockpiling it, the same 
price. We have to sell our stuff cheaper. We do not have a stock- 
pile for it. 

We do not make up six and hope someday that we will come 
back for the other five. We have not that much money. 

I still think that stockpiling is entirely out of line. 

Exports are completely foolish the way they are going. And if 
you are going to have this control, let us go back to the way the 
Copper Division was handling copper, with a certain amount. there 
for hardship cases. Let us put a hardship pool down here for BDSA 
to handle its hardship cases. 

Mr. Yarrs. That is something for Dr. Flemming to answer, rather 
than forme. Would you like to answer it? 

Mr. Wo tre. I do not know why they have taken it away. 

Mr. Yates. Would you like to answer it, or to defer it? 

Mr. Fitemmine. You appreciate, as I do, that it is the policy, not 
alone of the executive branch, but of Congress—both the executive 
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branch and the legislative branch who feel that it is absolutely neces- 
sary in the present world situation. 

Some of the comments, undoubtedly, relate to the President’s long- 
term stockpile policy. Such a policy was given to us by the Presi- 
dent. It is a policy in which he firmly believes. He believes it is 
essential to our security program. Consequently, we are going to 
continue to follow it out in line with his instructions. 

As far as the Government getting into the business of making 
amounts of any metal available for hardship purposes is concerned, 
our position is that we should not do it. We feel that once you 
start down the road of control that you cannot stop, and that if we 
start that particular process we will end up with end-use control. 

We have the authority to impose end-use control—authority which 
is spelled out rather carefully by the Defense Production Act. And 
whenever the conditions that are described in the Production Act 
prevail, of course, we will not hesitate to exercise that authority. We 
do not believe that that condition exists at the present time. We feel 
that the Government should not attempt to impose personal controls 
over the economy in connection with the use of these materials. That 
is our position. 

Mr. Yates. Gentlemen, we have to answer a quorum call. Has 
everybody here had an opportunity to be heard / 

If not, we will come back and convene the hearing again; if not, 
I will declare the meeting adjourned. 

Does anybody else want to be heard? I see that there are some 
who desire to be heard. 

We will take a 20-minute recess to answer the quorum call. 

(Short recess. ) ‘ 

Mr. Yates. We will come to order. 

The first question I see here is, “When will delivery be made of the 
metal ?” 

Mr. Caster. I will be happy to answer that question. 

Reynolds Metals deliveries of the additional quantities of metal will 
be made in the months of July, August, and September. 

Mr. Ruoapes. There is one condition; that is, provided we get 
from General Services Administration forgiveness of this call, as 
such, without any gimmicks in it, whatever it is. 

Because the last time the postponement or deferment, or what- 
have-you was given to the industry, it was given in a way that was a 
little different than we thought was the original intention, because 
the forgiveness in their proposal to us was that we ship the forgive- 
ness in addition to that which we had already committed to ship, 
which we thought was not quite fair. 

Mr. Yares. Is this something that you can work out with GSA? 
Mr. Walsh signifies “yes.” I assume it is something you can, based 
on that answer. 

Did you answer the same basis on that? 

Mr. Ruoapes. We will ship July, August, and September on a pro- 
rated basis evenly over the months the amount of metal that we are 
obligated to ship under the postponement of the stockpile plus the 
shipments that we previously shipped prior to the expansion on our 
historical pattern basis. 

Mr. Yates. Mr. Wilmot. 
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Mr. Ruoapes. Pardon me. In the form of pig, ingot, and billet. 

Mr. Witmor. I would say some in July, the rest in August, Septem- 
ber, and October. 

Mr. Yates. Does that answer the question for whoever asked it? 

Mr. Larne. Can I get on the record with a statement for the die- 
casters ? 

Mr. Yates. Yes. 

Mr. Larne. The diecasting business is not much different from 
most of the other statements of the independent aluminum fabricating 
industry. Largely we are composed of very small companies. There 
are about 300 companies that produce diecastings in varying quan- 
tities, that is, aluminum diecastings. The diecasting industry is 
technically known as an industry that uses secondary metal. It is 
slightly a misnomer. 

The kind of secondary metal that we use depends upon high-grade 
scrap. The metal is virtually saberelisinamentibe with primary alloy 
ingot, so that we find ourselves in the same position as Mr. Walsh, 
Mr. Lemelmian. We can match the new extruders, too, 2 for 1 with 
new diecasters, all of whom will want metal. 

We are in the same position to a certain degree as the small foundry, 
in that normally our purchases have come through smelters, that is, 
about 80 percent of our requirements have come through smelters. 

With the growth of the diecasting business tied in very growing 
use of automatic transmissions in automobiles, and things of that 
kind, and ever-widening spheres of application we find two conditions 
operating : 

First, that with primary and secondary metal at different prices, 
instead of the people who buy secondary having the umbrella of a 
primary price over them, they do not have it, so that within the indus- 
try the man who cannot get primary is at a great disadvantage, and 
has been for some 6 or 7 months in competing. 

Normally speaking, the man who cannot get primary is the smaller 
diecaster. He cannot get the metal because he buys in small quantities. 
He is relatively new. There are many reasons why he should probably 
buy where he is buying, but we have the added factor of increased 
growth and application and the slight difference between primary 
and secondary is a factor in that there is an increase in need for 
primary within our industry. 

Therefore, the diecasting industry can see only one answer to the 
present problem, all of which is predicated of course upon an ample 
supply of aluminum which Dr. Flemming has taken care of for the 
third quarter, that is, that some method be worked out whereby we 
can get primary metal whether we get it from the primary producers 
or get it through the smelters. That is one of sdases things where 
there is a sufficient availability of high-grade scrap for the secondary 
producers, and this calls for some examination of what the 20 percent 
of scrap returned to the primary industry really is in terms of segre- 
gated high-grade scrap suitable for the kind of alloy ingot we require. 
And most important of all, because of its impact value, a reduction 
in the export of scrap. In quantity it is important, but it is tremen- 
dously important as it makes for competition for the available scrap, 
driving prices to a ridiculous situation. 
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The diecasting industry is not as fortunate as the extruders. We do 
not commonly go in for toll arrangements and conversion deals. This 
is not something we can do, nor are we fortunate as some of the 
foundries who can take any kind of scrap and use it. 

We need known determinable characteristics and compositions in 
the metal we use, which means that it must be processed either at a 
secondary smelter or by a primary producer. We cannot use these 
other sources. 

I feel that the situation can work itself out only as all of these 
elements are taken into consideration. 

Frankly, I do not see how you are going to do it through a hard- 
ship pool. I would not want to write the definition of “hardship.” 

I think this problem is one of self-discipline to a certain degree, 
remembering there are these segments, and they are all part of the 
healthy aluminum industry, and they must each find their level. 

Mr. Yates. What do you mean by “self-discipline”? You mean 
on the part of the primaries as well as everybody ? 

Mr. Larne. On the part of everybody in the industry. 

Mr. Yates. In other words, you bear it proportionately ? 

Mr. Laine. Remembering that the other element of the business is 
in there. Also, I would not make the point as to the number of new 
diecasters. It would not help—it would not mean anything if there 
is not going to be metal. If there is metal, they will get it. 

Basically, we have to have a healthy smelting industry. That is, 
if we are tosurvive. Otherwise, you will find the reverse of the situa- 
tion. That is, that the scrap supply, if you kill off all of the users 
of the secondary metal, will be more than ample; but I do not think 
anybody is interested in that, and they can be killed off through the 
infarnal comtiedl tien within each industry. 

If only the large elements in the industry are protected on the pur- 
chase of the primary metal, all of the small ones are somewhere out in 
left field and cannot get in. I think that is the problem of dis- 
eee that could be worked out with some planning and thinking 
about it. 

Mr. Yates. That is an interesting suggestion. How do you pro- 
pose to work it out with some planning? What do you have in mind 
by that? 

Mr. Larne. BDSA has somewhere an Aluminum Industry Advisory 
Council, and I think it is the users consumers’ committee. 

Mr. Witmor. The prime products. 

Mr. Larne. I think through BDSA it should be possible to integrate 
the existing industry advisory committees to discuss these situations 
on an overall industry basis, instead of on the basis of segregating 
1 for the primary and 1 for the smelters and 1 for the users. They 
should sit down and judge the relative size of this market. I mean we 
feel that we are in an area where we are entirely dependent upon the 
secondary. We are outrunning our market. We are outrunning the 
supply of available material that we are likely to get. We intend to 
stay in business, if it is humanly possible to do so. I think only by 
nee these things can we get anywhere. 

. Yates. I think that is a very good suggestion. As a matter of 
fact, I think this meeting should properly have been held by the 
BDSA, and possibly the only reason that our committee is holding 
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it is the fact, I think, that the BDSA operates on a separate basis, by 
branches of the industry, rather than bringing them all together. 

This may be attributable to the fact that some people in BDSA 
think that in this way only can they avoid the antitrust laws. 

I have checked with Judge Barnes over at the Department of 
Justice and he has given me a letter which indicates what he thinks in 
terms of how such meetings can be held. 

I know that you have a prime producers committee and a prime 
products committee, but I was not aware until now—I do not know 
whether this is true or not—that you do have an industrywide com- 
mittee as well. 

Mr. Ersxine. We havea prime products committee. 

Mr. Yares. Who comprises that ? 

Mr. Erskine. The producers are on it, the sheet rollers, the 
extruders. 

Mr. Yates. Are the smelters on it ? 

Mr. Ersxrne. The smelters have a separate committee. They are 
not on that committee. 

Mr. Yares. Do you not think it would be desirable ? 

Mr. Erskine. We have industry conferences in which all segments 
of the industry have been present. We have not had one this year. 

Mr. Yates. Has the BDSA had meetings where you determined 
upon asking Dr. Flemming for diversion—have you found representa- 
tives of all segments of the industry there? 

Mr. Ersxrne. Yes, sir. I have been in touch with all segments of 
the industry, not necessarily all in one meeting, but I consulted every 
segment of the industry. 

Mr. Yates. Including the diecasters and the smelters ? 

Mr. Erskine. Including the diecasters and the smelters, and the 
extruders, and the producers and the prime products, all at separate 
times. In addition to that, have attended aluminum association meet- 
ings, have consulted many individuals, many others by phone, and 
by letter, and from those came recommendations, and on the basis of 
those we made a recommendation to Dr. Flemming that he acted upon. 

Mr. Yares. This apparently makes sense to have representation 
by all members of the industry. 

Mr. Larne. There is a slight inhibition on Government commit- 
tees. Trade association people are not permitted to serve. The 
Department of Justice, I believe, said something about that. 

Mr. Yates. I will read what Judge Barnes has to say on that. 

This has reference to our discussions on June 14, 1955, concerning your pro- 
posal to invite certain aluminum company representatives to meet jointly with 
members of your committee to discuss problems involved in the current aluminum 


shortage. You inquired as to safeguards that would be appropriate to mini- 
mize the possibility that such meetings may result in violations of the antitrust 
laws. 

As I indicated to you earlier, meetings between competing companies, or 
companies producing and selling comparable products, often create a climate 
whereby agreements and understandings in restraint of trade may result. It is 
my understanding however, that you desire to have representatives of these 
aluminum companies confer jointly with your committee for the purpose of 
determining factors bringing about such shortages as may exist, and in con- 
nection therewith to determine the extent to which the provisions of certain 
supply contracts between General Services Administration and primary aluminum 
producers are being observed. 
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In these circumstances, in order to minimize the possibility of violation of 
the antitrust laws during, or as a result of, these meetings, it is suggested that 
you establish safeguards that would include the following. These safeguards 
have been adopted by the majority of executive departments and agencies in their 
conduct of their industry advisory committee programs. 

(1) The agenda for the meetings between the committee and the representa- 


tives of the private companies involved are to be initiated and formulated by the 
Government ; 


(2) Such meetings are to be held at the call of and under the chairmanship 
of full-time Government officials; 

(3) Full and complete minutes of each such meeting are to be maintained; 

(4) The function of such a group shall be purely of an advisory nature and 
any determination of action to be taken is to be made solely by Government 
representatives. 


So long as the activities of these companies and their representatives in their 
meetings with your committee are carried on within these limitations, it is my 
view that these discussions can be carried on with the least possibility of anti- 
trust violation. I would suggest, however, that you make clear to the partici- 
pants in these meetings that the Department of Justice retains complete free- 
dom to institute proceedings under the antitrust laws in the event any course of 
action resulting from such meetings is used to accomplish unlawful ends. 

Mr. Fautman. I was one of the original deputy directors who came 
down with Harry Smith, who was Director of the Aluminum-Mag- 
nesium Division of BDSA last July a year ago, when we were 
changed over from NPA procedure to what we have got set up now. 

At that time the industry was ready and wanted to establish an 
aluminum council representing all segments of the industry. 

A number of the gentlemen here were present at that meeting. After 
we arrived down here we tried to get the thing set up, and we were 
absolutely squelched by Judge Barnes on going ahead, even though 
there was a similar organization known as the Petroleum Council that 
operates over in the Jepartment of the Interior. 

I can see from what he has written you why it was done. 

The head of the deupartments over there are these WOC, without- 
compensation fellows who are not full-time Government employees, 
and they are the ones that will have to supervise the thing. 

We were never able to establish an overall committee of that nature. 

Mr. Yates. You have Judge Barnes’ views on how it can be done, 
reserving the right to prosecute, and so forth. 

Mr. Erskine. I would like to make a statement that within a week 
or 10 days we will appear before the Operating Committee on Export 
Policy regarding scrap aluminum. 

Mr. Yares. This is the Bureau of Export Supply ? 

Mr. Erskine. The Operating Committee of Export Policy. 

Mr. Yates. Of the Department of Commerce? 

Mr. Erskine. Which is an interdepartmental advisory committee 
to assist Secretary Anderson. 

Mr. Yares. I will go to the next question. 

The contract is for pig, ingot, and billet. How can an interpreta- 
tion cover anyone beyond this? 

Well, I do not know that anybody can comment on that. I think 
this is ‘something that has to be worked out between the producers 
and the Government representatives. 

When prime and nonintegrated producers are asking the Govern- 
ment to defer stockpiling, why is there such a commodity on the 
market as utility sheet, which is sold at cheaper prices, and in some 
instances is not utility ‘sheet, only pure 2-S or 3-S? Will somebody 
who knows what this question means comment on it? 
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Mr. Rhoades, you look as if you know it. 

Mr. Ruoapes. I know what utility sheet is. It is a nonspecification 
material. I think the specification 1s that it takes a Pittsburgh seam, 
and it might be the equivalent of 2—-S or it might not be the equivalent 
of 2-S. It was a commodity, a sheet commodity, that we developed 
for the purpose of competing with galvanized iron, a nonspecification 
product. We thought that 

Mr. Yares. Is there a logical place for it in the market at this time? 

Mr. Ruoapes. Yes; if you want to cover up a rathole, you do not 
care whether it is 2-S or what it is, as long as it does that particular 
job. I do not know why they refer to price there. It hasn’t anything 
to do with pig, ingot, or billet. 

Mr. Yares. It says, “Which is sold at cheaper prices.” 

Mr. Ruoapes. No; we want to try to promote the use of aluminum 
wherever we can. 

Mr. Yates. Does that answer the person’s question ? 

Mr. Sueenan. Mr. Chairman, in my absence, in answering a quo- 
rum call, has anybody asked whether there is a black market in alumi- 
num and what the going price is? 

Mr. Yates. I do not think anybody here has asked it. Would you 
like to ask that question ? 

Mr. Sueenan. No; I just want to know. 

Mr. Yates. There is a letter that I have somewhere that I have 
received from Intercontinental Metal Corp. The addressee’s name 
has been removed. It is dated June 6, 1955, under the heading “Virgin 
Aluminum Ingots, 99.5 Percent Pure, A-1”: 

GENTLEMEN : We acknowledge receipt of your today’s telegram, at which time 
you requested terms covering the subject material. We can offer you about 200 
tons virgin aluminum ingots, 99.5 percent purity, June shipment, f. o. b. Reynolds 
Metal shipping point nearest your works, at 25.50 cents per pound, subject to 
confirmation. 

Now, does this mean that there is a black market or not ? 

Mr. Ruoapes. We do not sell except at our published market price, 
speaking for Kaiser Aluminum. 

Mr. Srewart. Mr. Chairman, we have seen that letter circulated 
and have tried to find out under what arrangements or terms and 
conditions that material is being advertised. Thus far we have been 
unable to— 

Mr. Yates. Would you like the name of the person? I can give 

you that. 
: Mr. Stewart. No. I have seen the letter before. 

Mr. Yates. You have seen the letter before. In other words, this 
chap has no arrangement with Reynolds Metals Co. 

Mr. Srewart. And to our knowledge we cannot put our finger on 
any place that he has access to that material. He even stated, I think, 
6 months’ delivery or the end of 1955, and that is impossible. 

Mr. Yares. Next question: “How did Kaiser and Reynolds dis- 
tribute second-quarter metal?” 

I think that was answered in part in a questionnaire that I sent 
you in terms of the extruders and the breakdown of that type. 

How do they propose to distribute third-quarter metal ? 

And you have outlined that already. 

Let me ask you this question, gentlemen: The staff and I have tried 
to come up with some kind of formula, and we wondered what your 
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reaction was to the things we came up with, and we thought probably 
the most equitable formula for distribution would seem to be the 
primary producers shall keep themselves during the third quarter 
in an amount of metal in tonnage or poundage equal to what they 
consumed themselves for the average quarter during the first half of 
1955. All other tonnage or poundage of primary pig, ingot, and 
billet should be made available to nonintegrated users. 

Does that make sense? 

Mr. Wiimor. I do not think so. 

Mr. Yates. You have stated that you were making available an in- 
creased amount of the aluminum. I wondered whether or not that 
included only a proportionate amount to yourselves or a dispropor- 
tionate amount to yourselves. 

Mr. Ruoapes. I stated that we were making available to the non- 
integrated users the full extent of the stockpile postponement plus 
the historical pattern or what we sold to nonintegrated users prior to 
the expansion program out of our own facilities. 

Now, that is our pattern. 

Mr. Wixmor. Mr. Yates, if you would like me to comment 

Mr. Yates. Mr. Wilmot. 

Mr. Witmor. I do not quite see how you can agree to a rigid formula 
like that. So much depends upon where the demand comes from and 
the justification for that. 

Now, for example, there are a multitude of small fabricators of 
aluminum, some—well, I can think of no better illustration than the 
cooking utensil industry. That is one of the oldest uses of aluminum, 
and there are a multitude of these plants scattered around through 
the Middle West, through Ohio, Indiana, Illinois, and so on. 

Now, many of those people have been in business for 40 or 50 years, 
and they have a longer history than all the rest of them. And I do 
not quite for the life of me see how you can say that if their business 
takes a spurt comparable to the spurt which perhaps some of the 
other segments have done, that you are going to deny to them their 
justifiable increase in the shipments that we would make. 

I think you would have to treat with all of them depending entirely 
upon where the justifiable increase in their business warranted. 

I do not know how you make any rigid formula like this. I really 
do not. I wish we did know. 

Mr. Yares. Mr. Caskie, would you care to comment on that ? 

Mr. Casxre. Mr. Yates, we went to a great deal of trouble in work- 
ing out metal schedules in answer to your question, seeing just where 
the metal would go and trying to tell you where it would go. 

I think your formula would not necessarily fit our pattern, and just 
how it does not, I am not really in a position to say. But we would not 
be interested in agreeing to any sort of formula. It goes contrary to 
our sales policy. 

Mr. Yarres. Ver well. 

Mr. Ruoapgs. We have, in anticipation of some forgiveness on this 
call, been trying to soul-search ourselves and find out what we would 
do with additional metal, if it were 5 million pounds, 8 million pounds, 
10 million pounds, and 15 million pounds. We have been working on 
that already in anticipation of some relief so that we could do the most 
equitable job possible. 
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We actually have our sales people working on that. We have our 
various districts who know these customers intimately, the salesmen 
in the districts, trying to formulate some equitable way of distributing 
this metal. And they are sending their recommendations into our 
Chicago office where they are all assimilated, and they are reviewed 
there. 

We are just going to do the best job possible, but it is very difficult 
to have a formula. You sort of have to feel your way along in this 
thing. 

Mr. Yares. I think that is true in great measure. I think that we 
on this committee are interested in keeping the economy in the alum- 
inum industry free and competitive and keeping the competition as 
widespread throughout the industry as we possibly can. And I am 
sure you will agree that our economy is much stronger if we have a 
free competitive industry rather than competing monopolies, locked 
in the hands of only a few companies. 

A Voice. That is correct. 

Mr. Yates. Now, are there any other comments or any other ques- 
tions ¢ 

Mr. Brite. Mr. Chairman, I just want to say for the sheet industry 
that has not been heard very much today, we have no complaints, and 
we have the fullest confidence in the producers that they will do as they 
have said here, and will equitably and fairly distribute this metal that 
they are getting relief from the stockpile for. And we believe that 
they will be able to resolve most of these problems that have been 
brought up. 

We are opposed, and go along 100 percent with Dr. Flemming in 
that we do not want any controls in peacetime by the Government. 
Any system setting up hardship metal that is to be distributed by any 
branch of the Government would lead to further controls, and you 
cannot stop them. 

We are satisfied to go along as we have, and we believe that these 
producers will take that metal and fairly and equitably, as they know 
how, distribute it. At least that is what we are looking forward to. If 
they do not, then we will come back to this committee or some other 
committee and let you know. But we believe that it is their intention, 
and we have every confidence in their honesty and integrity. 

Mr. Witmor. Knowing Harry as I do, I think he will come back to 
us before he comes to any committee. 

Mr. Brize. Yes; I will. 

Mr. Yates. Are there any other comments from anybody else here ? 
I want to give everybody a chance to be heard. 

Mr. Fantman. I want to talk again. 

Mr. Witmor. Mr. Chairman. 

Mr. Yates. Mr. Wilmot, will you proceed then ? 

Mr. Witmor. I have only this: I have gotten rather the impression 
from listening to all the discussion here that there is a feeling on the 
part of some of the trade association or nonintegrated people that 
the state of the primary industry is absolutely frozen, that nothing 
is ever going to be done to relieve that, and nobody is ever going to do 
any expanding, and you are in a complete and utter straitjacket. 

Well, I assure you that that is definitely not the case. First of all, 
we announced some time ago, several months ago, an expansion in 
Texas in two plants we have there amounting to 13 million pounds a 
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year. We will begin to realize that increased production down there 
in the first quarter of 1956. 

We have reason to believetthat Harvey, who apparently is not repre- 
sented here, intends to build a smelting plant at Wenatchee, Wash. ; 
I might add next door to ours. And that would produce some 50 
million pounds. 

You have seen, I am sure—I did not need to speak for Mr. Rhoades, 
because the papers have been full here in the last 2 or 3 days of a 

roposed expansion grat on their part amounting to something 
like 180 million pounds a year. 

Mr. Yates. May I ask a question? Does Harvey propose to sell 
any of its plant, or is it going to use it all ? 

Mr. Witmor. I would assume they will probably use most of it. 
But to the extent that they use that, they will, of course, relieve 
demand on the part of those who are applying them. So it is a plus, 
Mr. Yates, obviously. ; 

Now, then, I also mentioned Kaiser with 180 million, and I believe 
Reynolds announced 50 million pounds at Lister, Hill, Ala.; and we 
see in the papers, and I do not know where that will wind up, that 
the Olin-Mathieson Co. and St. Joseph Lead both are in for the possi- 
bility of some production of primary aluminum. 

Now, I ane that all of, these things will not come..to. fruition 
tomorrow. But I wanted to reassure Phil Lemelman and some of.the 
others that this is not a static affair; that things are going to be done 
about it. 

Mr. Yates. Mr. Fahlman. 

Mr. Fanuman. You have in your record from your previous hearing 
a statement by John E. Borton, of the Department of Foreign Com- 
merce, and I would like to call attention to one section of that state- 
ment where he said : 

According to Bureau of Mines statistics, their average monthly inventories in 
1954 were 41 percent greater— 
and so on, referring to percentages entirely. 

When I. was down here in Washington I knew what was coming 
because of this export situation, because I have been in the foundr 
business and the secondary phase of the aluminum business for 3 
years, and I have seen an awful lot of ups and downs in it, and I knew 
this export thing was going to be dynamite for the foundry industry, 
which, by the way, is the orphan of the aluminum industry. I think 
if you check their financial statements over a period of years, you will 
find the smallest profit there of any place in the aluminum industry. 

Mr. Yates. I have been told that. 

Mr. Fauiman. Yes. 

I pleaded with those people. I argued with those people. I did 
everything I could, including pounding tables at meetings, and I am 
mentioning this because Mr. ‘Erekine was at the meeting with me 
for 10 days, and I did not want your. record to be misleading in any 
way, shape, or manner. 

As my last act when I left here on February 25, 1954, I took the 
scrap in the country and analyzed it over a period of time, on days’ 
availability, and not the percentages. During the period from 1946 
through 1952 we had 39 days’ supp y.of scrap available in the country. 
And that was during a period when we went through two shortages 
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in aluminum, in 1948 until 1950, and, of course, we had a control 
situation where scrap was running in and out so fast, during Korea. 
But during that period we still had a 39 days’ supply. 

In 1953—that is the year that the Bureau of Foreign Commerce 
let down the bars on the export of scrap—in September, when the 
let. down the bars, we only had 19 days’ supply of scrap on hand. 
And by November it was down to 1814 days’ supply. 

Last February, I asked the Aluminum and Magnesium Division 
of BDSA what their story was for 1953. It ended up an average 
of the year of 21 days’ supply on hand. And for the first 10 months 
of 1954, which was the last figures I had at that time, we only had 
17.7 days’ supply on hand. 

And I think the secondary people would agree with me that we 
should have at least 60 days’ supply on hand. 

Mr. Burron. I am on record with the chairman in correspondence 
on the subject that Mr. Borton brought up. I am glad Mr. Fahlman 
brought it up. It confirms the statement. 

Mr. Yates. Your additional statement we put in the record, Mr. 
Burton. 

Mr. Burton. Thank you very much. 

Mr. Fanuaan. Mr. Borton criticized Mr. Burton. 

Mr. Burton. Mr. Burton criticized Mr. Borton. 

Mr. Fanuman. Yes. 

Then I want to call attention to another statement that I consider 
misleading. 

It is true and factual, but the whole story is not brought out. That 
is where he states: 

In 1958, for example, when exports were relatively insignificant, the price 
of smelters’ alloy ingot was quoted above prices of primary producers’ alloys. 

Well, he took one isolated alloy, which normally is made out of 
primary, but can be made out of high-grade scrap, and naturally that 
is the type of — that there is competition for between the smelters 
and primary producers and export. That is what they like to have. 

He did not take the true alloys which show the real picture, which 
happen to be No. 12 alloy. During the period that he mentions, that 
was below primary all the time, but because of our short days’ supply 
last January, that jumped from a cent or two a pound under primary 
price to 8, 9, and 10 cents a pound above. 

Now, since Dr. Flemming gave us that release of 150 million pounds 
for the first half, that price has dropped down to about 5 cents a pound, 
but it is still high, and that is what the foundries have to buy it at 
to live with. They are the one segment of the industry that does not 
have a pegged price. They are operating in a market where supply 
and demand is really terrible. 

Now, when it comes to this distribution, I want to put my 2 cents 
in. I have heard people arguing for position here, and I cannot 
blame them. I do the same thing for the foundry industry. I have 
done it, and I did it in 1948, when we were caught short, and I did 
it in 1950, and I made a lot of people, I imagine, embarrassed or angry 
at me. It could not be helped. 

When I saw Mr. Wilmot’s letter, where he stated that quite a high 
percentage of his share of the 150 million pounds went to the extruders, 
I was wondering what was happening to them as well as to the rest 
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of the industry. So I took the Bureau of Census figures for the month 
of April 1954, and the month of April 1955. 

The extruders’ shipments show an increase of 88.5 percent. That 
is not doing too badly for a new industry, and they must have gotten 
the metal from the primary people, because that is who they have to 
depend on principally. 

The foundries liad an increase from April 1954 against April 1955 
of 26.3 percent. It could have been much higher if it had not been 
for the fact that we had high-priced metal. 

In the case of my own little company in the month of March, 5 
percent of the value of our sales had to go to pay for high-priced 
metal which we could not recover from our customers. 

In a foundry, where you have a narrow limit, that hurts, gentlemen, 
because at a time when you have a boom such as we had in Marcel. 
we have to use that to make up for the year 1954, where we had losses. 

Now, the new shipments of soft extrusions, which are principally 
produced by the three primary producers, but you would expect them 
to run sky high, for April 1955 as against April 1954 were only up 
26.3 percent. 

The interesting thing is the distribution of those three commodities, 
taking the total for 1954. The foundries had 23.3 percent. The 
eaigutia had 11.7 percent, and the mill products had 65 percent. 

In 1955 the foundries were up from 23.3 to 23.8. Extruders were 
up from 11.7 to 16.1. Mill products were down from 65 to 60 percent. 

April was probably the tightest month we had, and that was before 
the 150-million-pound release became effective. 

Now, I am not going to say that all of the primary boys have not 
made mistakes in allocating their share of the 150 million pounds. 
I think some of them have. I know it has hurt us. There are some 
places where I have felt they have made mistakes, but I think they 
try to do an honest job. 

But if it was not done right, it is because possibly some of the 
younger ones in the business do not have the staffs at the lower levels 
or the field levels to evaluate the situation, because your aluminum 
industry is only as good as how all segments profit. 

And I am sure that the primary producers have always recognized 
it. I know they recognize it, because I had no buying pattern with 
them in February whatever, and when they found out the point I was 
in, I got some delivery that I was not entitled to on the basis of any 
historical pattern. 

Mr. Yates. Thank you, Mr. Fahlman. 

Are there any other statements, gentlemen / 

(No response. ) 

Mr. Yares. If there are no other statements, we will declare the 
meeting adjourned. 

(Whereupon, at 3:55 p. m., the subcommittee adjourned. ) 
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THURSDAY, SEPTEMBER 29, 1955 


House or REPRESENTATIVES, SuscomMitTreE No. 3 oF 
THE Sexect Commitree To Conpucr a Strupy AND 
INVESTIGATION OF THE PRoBLEMS OF SMALL Bustnzss, 
Washington, D. C. 

The Subcommittee met, pursuant to call, at 4 p. m., in room 445A, 
House Office Building, Washington, D. G., Hon. Sidney R. Yates 
(chairman of the subcommittee) presiding. 

Present: Representatives Yates and Sheehan. 

Also present: George L. Arnold, Irving Maness, subcommittee 
counsel; Katherine C. Blackburn and Clarence D. Everett, staff mem- 
bers ; Victor P. Dalmas, adviser to the minority. 

Mr. Yates. The committee will come to order. 

Will you identify yourself for the record, Mr. Walsh? 


STATEMENT OF A. J. WALSH, COMMISSIONER OF EMERGENCY 
PROCUREMENT SERVICE, GENERAL SERVICES ADMINISTRA- 
TION 


Mr. WatsH. I am A. J. Walsh, Commissioner of Emergency Pro- 
curement Service, General Services Administration. 

Mr. Yates. Do you want to have some of your assistants around you 
as you testify ? 

Mr. Wausu. If you get into y bales it is necessary that I do have 
them, sir, because they have the figures; I do not have them. 

Mr. Yates. Mr. Walsh, could you tell us what the General Services 
Administration has done to assure that the independent fabricators 
of aluminum have received aluminum to which Peay are entitled on 
the contract between the Government and the primary producer ? 

Mr. Wausu. Mr. Chairman, I will have to ask Mr. Medley to answer 
that question because he has been handling that phase of it. 

Mr. Yares. All right. We will be delighted to hear from Mr. 
Medley, too; he is a very good witness. 


STATEMENT OF MAX MEDLEY, COMPTROLLER, GENERAL SERVICES 
ADMINISTRATION 
_ Mr. Meptey. My name is Max Medley, Comptroller, General Serv- 
ices Administration. 
Mr. Chairman, you will recall that last spring in the committee’s 


in the committee queried GSAS as to whether we had made any 
audits. 
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Mr. Yates. What was that word you used, “worried” ! 

Mr. Mreptey. “Queried”—as to whether or not we had made any 
audit of the companies’ books to ascertain whether or not they had 
complied with this provision of the contract requiring them to make 
offerings to the nonintegrated. 

We, in turn, replied we had not made any such audits because in 
1954 the supply of aluminum had been plentiful; the nonintegrated 
users could obtain all the aluminum which they needed and, therefore, 
we felt that no audits had been necessary. 

We also stated that we were going to attempt to work out an ar- 
rangement with the companies whereby we could utilize the services 
of the public accounting firms which audited the books of the com- 
panies In order that those firms could verify the companies’ computa- 
tions as to production, purchases, dispositions, including dispositions 
for the nonintegrated. 

We have since consulted with the companies who have agreed to 
that type of arrangement. 

However, knowing that the committee would want some information 
rather rapidly, we decided ourselves that we should make a spot check 
of the companies’ books in order to determine what we mk 

We have made one such check, namely, the books and records of the 
Reynolds Metals Co. We will make the same check on Alcoa and 
Kaiser in the order indicated. 

On the basis of what we have done with Reynolds, we have found 
no evidence to indicate that they have not complied thoroughly with 
the provisions of the contract with respect to the offerings to the 
nonintegrated. 

Mr. Yates. What was the nature of your check, how many people 
conducted the check ? 

Mr. Mepiey. One man checked the records. He is here, as well as 
Mr. Greenberg, who is our chief auditor, and if you would like to 
hear details from them, we would be glad to have them testify. 

Mr. Yares. I would like to have the nature of the check, when it was 
conducted, where it was conducted, and how it was conducted. 

Mr. Mepiry. Covering what period ? 

Mr. Yares. Covering what period. , 

Mr. Meptry. Mr. Greenberg, who is chief auditor of the General 
Services Administration, and Mr. Magee, who is the auditor who 
made the check. 


Would you testify, Mr. Greenberg? 


STATEMENT OF WILLIAM MAGEE, ACCOMPANIED BY HOWARD 
GREENBERG, GENERAL SERVICES ADMINISTRATION 


Mr. Macer. The audit was conducted on examination, preliminary 
examination, of Reynolds’ records in Richmond, their home office, the 
week before last. 

Mr. Yates. A week before last? 

Mr. Mager. A week before last. 

Mr. Yates. Who went down there? 

Mr. Mager. I went down alone, sir. 

Mr. Yates. By yourself? 

Mr. Maces. By myself, yes. 
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The examination covered the production records available from the 
various plants. 

Mr. Yates. Which plants ? 

Mr. Mager. All plants relating to the contracts, all the production 
plants. 

Mr. Yares. When you say reports—— 

Mr. Mager. Monthly reports. 

Mr. Yates. When you say it covered the monthly reports, what 
does that mean ? 

Mr. Mager. It means the monthly production reports submitted to 
the main office. 

Mr. Yates. By all of Reynolds’ plants? 

Mr. Mager. All of them. 

Mr. Yates. How many are there and where are they located ? 

Mr. Macer. The plants as affect the contracts are the Jones Mill 
plant in Arkansas, the Troutdale at Oregon, San Petricio in Texas, 
the Longvieu, in Washington, and Robert Patterson. 

Mr. Yares. These are the so-called new facilities which are the sub- 
ject of the contract; is that correct ? 

Mr. Macer. Yes. These are the facilities that are in some cases 
attributable not only to new production but old production. 

Mr. Yates. How could you divide them then? How did you divide 
them then in terms of your inspection and the records? 

Mr. Mager. The production as related to new production is based 
on increased facilities put into the various plants. 

Mr. Yares. Is this separate, so that you could tell whether or not 
the amount supposed to be shipped to the independent fabricators was 
actually shipped? Could you actually determine that from your in- 
spection of the records ? 

Mr. Mager. Yes, we could determine that all right. 

Mr. Yates. All right. 

How were you able to determine that? 

Mr. Mager. The basis for determination of the productien under 
the various facilities is based on different bases. They cover the addi- 
tional facilities as put into the plant as related to the total produc- 
tion. In other words, if additional pot lines or additional pots are 
added to the lines, the relation is based on the total production from 
those pots or the various lines. 

In other words, in the Jones Mill plant where there were a certain 
number of pots, we added a certain number of pots. 

The relation to that figures about 24.75 percent; 24.75 percent of 
that production is related to new facility production. 

Mr. Yares. Did you trace the shipments from the Jones Mill plant 
to assure yourself that 24.75 percent of that production went to the 
nonintegrated users ? 

Mr. Mager. Yes. But, of course, the 24.75 percent does not all go 
to nonintegrated users. 

Mr. Yares. Is it not supposed to? 

Mr. Mager. No, sir; it is not. 

Mr. Yates. Wait a minute, two-thirds of it is. 

Mr. Mager. That is the total production. Two-thirds, after de- 
liveries to the stockpile, the balance of the two-thirds is to go to non- 
integrated users. 
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Mr. Yates. How did you assure yourself that it did go by looking 
at shipping receipts or tell us just what you did to come to the con- 
clusion that the contracts are being complied with? 

Mr. Macer. Well, arriving at the total production on the facilities, 
the increased facilities, and relating all the deliveries to customers, 
that is, deliveries other than deliveries to the fabricating plants, we 
arrived at the amount that was delivered to nonintegrated users. 

Mr. Arnoxtp. How did you relate those deliveries to nonintegrated 
users? What did you physically look at, invoices or figures submitted 
by Reynolds? 

Mr. Mager. No. At the home office in Richmond they have all in- 
voices that cover the shipments of the metals to nonintegrated users. 
They were examined on a spot-check basis. 

Mr. Yates. What do you mean by aspot-check basis? Do you mean 
you took 10 percent of them or 5 percent of them ? 

Mr. Maaer. No, sir. 

Mr. Yates. How many did you take? 

Mr. Mager. The examination covered, as was stated, the first 6 
months of 1955. 

Mr. Yares. Yes. 

Mr. Macer. We checked 1 month of the 6 months thoroughly, and 
made spot checks of other months. 

Mr. Yates. How long were you down there? 

Mr. Macer. Four nd a half days. 

Mr. Yates. All right. 

Proceed to tell us what else you did. 

Mr. Macer. Well, that covered the extent of the examination. We 
related that back to the figures as submitted to the committee, and also 
the figures as submitted to GSA, and found that the deliveries as re- 
ported were far in excess of the amount required under the contract. 

Mr. SHeenan. In other words, you determined the total amount 
of aluminum produced by the new facilities, you then determine the 
a that they should have shipped, based on a percentage, two- 
thirds 

Mr. Macer. That is right. 

Mr. SHeeHan (continuing). And then you went and checked all 
the invoices on a spot-check basis so that the Department knows the 
Reynolds Metals arene more than should have been shipped under 
the contract with the Government; is that right? 

Mr. Macer. That is right. 

Mr. Arnoxip. Did your checks show classes of customers to whom 
deliveries were made? 

Mr. Macer. The checks do show the classes. They show the cus- 
tomer, the invoice shows the customer, and the place of delivery. 

Mr. Pen eons a “ whet I would be interested — ocd instan 
it might be possible that, let us say, a prim ucer shi 
of inaleeaiian earmarked for sauiabenniiied tase to Geueed Miser 
or Western Electric and, of course, the invoices would show that this 
metal was used up, and there was no compliance with the contract. 

There might be another instance where they shipped to Western 
Electric, who would designate another fabricating concern to actually 
receive shipment. 

In your check, did you have any means of determining what was 
the sort of distribution among classes of customers of that type? 
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Did you determine whether there was a heavy distribution to one 
particular customer and, let us say, light or spotty distribution to a 
great many others? 

Mr. Macrr. Well, of course, some of the producers received larger 
quantities; I mean, it is understandable. 

But of the total, there were 313 invoices in the month of June, 
which some are duplicated to the extent that a producer may have 
plants in various parts of the country and, therefore, the invoices 
would relate to the delivery within that area. 

Mr. Yates. Well, the impression I get from your testimony and, 
correct me if I am wrong, is that what you did was to take a per- 
centage attributable to the new facilities out of total production, and 
then see whether Reynolds had delivered the amount they were sup- 
posed to deliver, whether under old facilities or under new facilities, 
to the appropriate number of independent producers. 

Mr. Mager. That is right; yes, sir. 

Mr. Yates. And you came to the conclusion that they were way 
above this figure? 

Mr. Macer. That is right. 

Mr. Yates. You did not, however, check to determine whether ex- 
clusively out of new facilities Reynolds was delivering two-thirds 
of the amount to the independent producers; did you? 

Mr. Macer. No, sir. 

Mr. Yates. In other words, you did not trace the actual shipments 
out of the new facilities themselves ? 

Mr. Maaer. No, sir; that is impossible to trace out of the new 
facilities. 

Mr. Yates. That is impossible? 

Mr. Mager. Yes. 

Mr. Yates. Why is that impossible? 

Mr. Mager. Because of the total production within the facilities, 
you cannot distinguish between the old production and the new pro- 
duction in the facilities. 

Mr. Sueenan. In other words, a pot of aluminum is a pot of 
aluminum ? 

Mr. Macrr. Where a plant is operating a hundred percent or the 
full production is attributable to the contract, that is possible. 

Mr. Yates. Did you want to say something, Mr. Medley ? 

Mr. Meptey. Just this, Mr. Chairman: If you have, say, 10 pot 
lines classified as old production, and then under the expansion pro- 
gram they have added 3, how can you tell when you get into pig, ingot, 
and billet which pig, ingots, and billets have come out of the 3 new 
pot lines, and which would come out of the 10 old production? 

In other words, you have got to take a total in the amount that has 
been increased by the new production, and then pro rate it; in other 
words, it is physically impossible to do it. 

Mr. Yares. Is there any job for GSA to do in policing these con- 
tracts? I think it is fairly obvious that these companies are deliver- 
ing a portion of the—the required portion of their new facilities from 
both old and new to their customers; is it not? 

aa we o. I think—— 

r YATES. at is the policing function? This is the impression 
I got from Mr. Magee, that is what he did. 7 
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Mr. Meptey. The policing function is to determine that they are 
offering to nonintegrated producers that portion required by the 
contract under the new facilities, and where you have old and new 
facilities commingled, then you have to use principle formula for pro- 
ration; and, as Mr. Magee has indicated, our preliminary opinion, 
based on a limited evaluation, is that they have done that. 

Now, I would like to—— 

Mr. Yates. Why is this only a limited evaluation ? 

Mr. Mepiey. Well, because, speaking candidly, we wanted some 
firsthand information before we appeared before your committee. 

Mr. Yares. And you do not have that now? 

Mr. Meptey. Yes, we do have it because Mr. Magee has made this 
limited examination at Reynolds. 

The point I wanted to make was that we will follow up on third 
quarter dispositions, on all 3 companies, and to the extent personnel 
permit—and I think it can be worked out—we will expand our 
examination, and instead of, say, checking 1 month out of 6, maybe 
we will check 50 percent of the invoices in order to be certain that— 
in other words, that gives us a more positive check than a lesser 
percentage would give you. 

Mr. Arnoup. May I ask you whether this might be possible: As 
a Small Business Committee we are interested in protecting small busi- 
ness, we are not necessarily interested in protecting a nonintegrated 
user who is big business. 

In your auditing that you will do in the future, if we gave you a 
definition of small business within the aluminum industry, would 
you be able to check the invoices and the deliveries to determine what 
percent of the deliveries scheduled to the nonintegrated users is 
actually going to the small-business man in the aluminum industry ? 

Mr. Meptry. Conceivably that could be done if we had alongside 
our checking information on whether or not the companies or the 
recipient of the material qualified under the criteria which the com- 
mittee gives us. 

But, of course, if you—as has been testified to, there are some 17,000 
nonintegrated users which, when you audit the books of all three com- 
panies, why, you would have to know how many of those qualified 
under the definition which the committee might give. 

Mr. Yates. Well, I just want to say this: I think GSA’s function 
is to determine whether or not the contracts are being lived up to. 

The size of an independent or nonindependent user, I think, has 
no bearing really on whether or not they are living, the producers 
are living, up to their contracts as long as it comes within a definition 
of a nonintegrated user, whether it be General Motors, which is one, 
or a small fabricator as another; I think from what little I know about 
the actual wording of the contracts they would be complving with 
the contracts, and GSA would be living up to its function if it made 
sure that that was being done. 

I can see that we would be interested in the determination as to 
how much of it was going to the largest users, but I do not think 
that necessarily GSA is under a burden to produce that for us. That 
would be my own viewpoint. 

Mr. Arnotp. May I express my own opinion further on that? _ 

The reason I asked that question is because it is my interpretation 
of the Defense Production Act that any action taken by ODM must 
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be consistent with the interest of a free competitive economy, and must 
be consistent with protecting the rights of small busines and, there- 
fore, if Dr. Flemming, for instance, releases metal from the stock- 
pile, and that metal is going to large concerns to the detriment of the 
small concerns, then I should think Dr. eee as a policy matter 
and as a legal matter should not release that metal. 

So I think our own agency and also the executive agency of the 
Office of Defense Mobilization should know where that metal is going, 
because if it is going in a way or is being distributed in a way which 
favors large concerns over small concerns, then the metal should not 
be distributed at all. 

Mr. Yates. This is under the law? This is your interpretation of 
the Defense Mobilization Act. 

Mr. Magee, do your records show to whom the deliveries went? 

Mr. Maacer. My records do show to whom the deliveries went. 
But the company would not like to have the information given out. 

Mr. Yates. I can understand that. I can understand that. But 
under the contracts I assume the company gives you the right to see 
the customers to whom the metals are shipped ? 

Mr. Maaeer. Yes. 

Mr. Meptey. Mr. Chairman, could I make an observation at this 

oint ? ‘ ' 
' Mr. Yates. You certainly may, Mr. Medley. 

Mr. Meptey. Of course, our purpose in the audit has been, as Mr. 
Magee has testified, to verify the accuracy of the reports by the 
company. 

Mr. Yares. Let me just interrupt you for a moment. Is this the 
first auditing GSA has made during the pendancy of these contracts? 

Mr. Mepuey. Yes, sir. - 

Mr. Yares. Why have you not made some previously ? 

Mr. Meptey. Well, as I indicated previously, Mr. Chairman, last 
year metal was in long supply. 

Mr. Yates. Yes. 

Mr. Meprry. As a matter of fact, to put it in my own words, I 
understand the companies were begging the independents to take the 
metal. Therefore, there was no question as to whether or not the 
companies were complying with the contracts. It did not become a 
problem until this year. 

Mr. Yates. That is right. 

Mr. Meptey. So that is why we had not made any audits heretofore. 

The point I wanted to suggest to the committee was that if the 
committee desired data as to what companies or class of companies, 
under whatever criteria you established, that the company ship to, 
then either the committee could request that information from the 
companies or we could request such reports from the companies, and 
then verify it under our audit process. 

The point IT am making is that our administrative funds under the 
Defense Production Act are rather limited, and I want to save as much 
audit expense as I can, and any burden, speaking frankly like this. 
we could put on the companies, we intend to do so. 

Mr. Surenan. Of course, you might aim that question at Mr. Yates 
at the Appropriations Committee. 

Mr. Yates. He happens to come before the subcommittee of which 
I am a member. 
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Mr. Meptxy. I hope Mr. Yates did not escape the point. 

Mr. Yates. I have been a target for your points for many years, 
Mr. Medley. [Laughter.] 

How many Reynolds plants did you cover in your audit? 

Mr. Macaer. We covered no Reynolds plants as such, but only the 
records available in the home office in Richmond. 

Mr. Yates. Were the records adequate for your porposet 

Mr. Macer. For preliminary examination we believe they were ade- 
quate. But, as Mr. Medley testified, we do intend to extend the audit 
to cover the production orders at the various plants. 

Mr. Yates. Well, then, are you telling us that you are not ready 
to tell us the story yet? 

Mr. Mager. Well, on the preliminary examination, yes. 

Mr. Yates. You are telling us that on a preliminary examination 
you have discovered, you have found, the companies adhered to the 
contracts ? 

Mr. Macer. That is right. 

Mr. Yates. But you are not wholly satisfied yet as to that fact, 
and want to check it again some more? 

Mr. Macer. We do want to continue the audit; yes. 

Mr. Yares. I see, 

You are saying it would be well if you came back at a later time 
and told us the results of this continued audit? 

Mr. Mages. Yes. 

Mr. Yates. You intend to do the same with Alcoa and Kaiser? 

Mr. Macer. It is planned to do the same with Alcoa and Kaiser. 

Mr. Meptey. I would just like to emphasize one point that was 
made previously, and that is I believe Mr. Elliott testified last spring 
that we have certain amendments to the contracts pending which we 
hope will clarify certain language provisions and included in those 
amendments are the definitions of production, purchases, dispositions, 
and tolling. So there will be a uniform understanding of those terms, 
and they will be applied uniformly by all three companies. 

Now, in the matter of auditing compliance, we believe that once 
those contractual amendments have been executed, and we hope that 
that will not be too far in the distant future, that we can call upon 
the public accounting firms of the companies which are, I believe, 
Ernst & Ernst in the case of Reynolds; Lybrand, Ross Bros., and 
Montgomery in the case of Alcoa; and Haskins & Sells in the case of 
Kaiser, to do this work for us in the course of their regular audit of 
the companies’ affairs. 

Mr. Yates. All right. 

Let me ask you another question, Mr. Medley, what does GSA do 
with respect to—strike that question. 

Mr. Arnoip. Do ~ have the figures to show the primary metal 
and pig ingot or billet form which was delivered by each primary 
producer—that is, Alcoa, Reynolds, and Kaiser—to nonintegrated 
users during the third quarter? 

Mr. Mernptzy. This is Mr. Witt. 
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STATEMENT OF F. W. WITT, GENERAL SERVICES ADMINISTRATION 


Mr. Yares. Mr. Witt, if you have that information tabulated, you 
might submit it for the record in its written form. 

Mr. Wirt. All of these tabulations were submitted to the committee, 
to the chairman of the committee, this ae 

Mr. Yates. Oh, yes; I have them here. ey were delivered up to 
my office about 15 minutes before we came down here. I did not have 
a chance to examine them yet. | 

Mr. Arnot. When did you prepare those figures ? 

Mr. Wirr. This week. | 

Mr. Arnotp. Where did you get the information for the figures? 

Mr. Wirr. Basically we get a report each quarter on the estimated 
disposition of the material by the three producers, and we have the 
running record which I maintain in my office of the entire period since 
July 1, 1953, through the entire quarter of this year. | 

The record of the actual performance as submitted by the companies 
come in somewhat later, and the record as to the future production, 
particularly where we projected as far ahead as 1959, had to come 
from the companies themselves, and the companies themselves did not 
furnish this information to me until Tuesday of this week. 

Mr. Arnotp. Do your figures, submitted to Mr. Yates, also include 
the estimates of the amount of metals available to nonintegrated users 
in the fourth quarter of 1955? 

Mr. Wirt. No, sir, we have not received the figures from the com- 
panies to date. Alcoa is the only one which has submitted figures for 
the fourth quarter. 

Mr. Yates. I am surprised you have not received the figures because 
we have received them. l 

Mr. Wirr. I sure would like to receive them. 

Mr. Watsu. The reason for the delay of that is the call for the 
fourth quarter has just gone out so the companies do not yet have the 
information necessary to permit us to make the report. 

Mr. SueeHan. How could the companies give you the figures if 
they do not know what the call for the fourth quarter is? 

Mr. Arnoxp. I would only like to say the companies have submitted 
their estimated figures for the fourth quarter, and the only reason I 
point that out, perhaps, facetiously, is I think GSA has, perhaps, a 
greater duty than the committee and, therefore, a greater responsi- 
bility for getting the figures than the committee has. 

Mr. Wirt. I would like to say in reply to that, sir, as late as yester- 
day afternoon, in talking to two of the companies, they said they did 
not have them ready to deliver them to me. 

Mr. Yates. When did you get your figures ? 

Mr. Arnoxp. I think the Seti before yesterday, yesterday, and the 
beginning of the hearings. 

r. Yates. Let me “4 Mr. Magee one more questivu. 

Mr. Magee, are your figures based upon deliveries by the primary 
producers of aluminum in pig form ? 

Mr. Macer. Pig, billet, and ingot. 

Mr. Yares. And not in fabricated or rolls? 

Mr. Mager. No. 
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Mr. Yares. Has GSA received any instructions from Dr. Flem- 
se office as to when he expects deliveries from deferrals to be 
made ¢ 

Mr. Watsu. Those instructions were received by in June or July, 
and the date set was the end of October on the deferrals. 

Mr. Yarrs. Then the deliveries that were deferred in the third 
quarter were not actually deferrals? 

Mr. Wats. There were no deferrals actually. 

Mr. Yares. There just. was no call made, and the Government re- 
leased its call under the contract ? 

Mr. Watsu. Right. 

Mr. Yares. Is this true with respect to the call for the fourth 
quarter, too? What is the call for the fourth quarter ? 

Mr. Watusu. The call for the fourth quarter states that material is 
to be delivered by January 31, 1956. 

Mr. Yares. The entire call ? 

Mr. Watsu. Yes, sir. 

Mr. Yates. How much is that? 

Mr. Watsu. 25,000 tons, 50 million pounds. 

Mr. Yates. Incidently, what price will the Government have to pay 
for the deliveries to be made in October? Was it the price.that alumi- 
num sold for at the time of delivery, of the original deferral or the 
time of delivery in October? ; 

Mr. Wats. That is a little complicated, sir. I would like to 
have—— 

Mr. Meptry. First of all, all of Kaiser and Alcoa metal have been 
delivered. 

Mr. Yates. Have been delivered at what price? 

Mr. WatsH. The Kaiser metal is delivered at the price in effect up 
to August 1, and the delivery in August was at the market price in 
effect during August. 

Mr. Yates. Which was what, higher than the previous price? 

Mr. WatsH. Yes. 

Mr. Yates. By how much? 

Mr. WatsH. A cent. 

Mr. Yates. How much more did that cost the Government ? 

Mr. WatsH. I don’t have the exact figures. We can give it to you. 
I have not got it here. 

Mr. Yates. What you do is multiply the number of—how much 
more did that cost the Government, how much more was there, how 
many pounds, and you multiply it by a penny. 

Mr. Watsu. I do not know the number of pounds. 

Mr. Yates. I see. Does not one of your assistants know it? 

Mr. Watsu. I do no think we have that with us. We have it in the 
office. 

Mr. Yares. All right. Furnish it for the record. 

Go ahead, Mr. Medley. 

Mr. Meptey. Well, the only one left was Reynolds. 

Mr. Yates. Reynolds. 

Mr. Meputey. And with the chairman’s permission, I would like to 
introduce three letters into the record which, I think, cover the situa- 
tion pretty thoroughly. 

Mr. Yates. What is the import of them? 
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Mr. Meptey. Well, the import of it is as of July 1, 1955, Reynolds 
was required to deliver 28,165,000 pounds of pig to Government by 
August 31, which was subsequently moved forward to October 31. 

Reynolds announced their price increase on August 6, at which time 
they had actually delivered 6,288,000, leaving a balance of 21,877,000 
yet to be delivered. 

However, had Reynolds delivered on an average daily prorated 
basis, deliveries would have amounted to 16,354,000 pounds through 
August 5. 

So, in effect, what we did was to negotiaite an amendment with 
Reynolds whereby they delivered the difference between 6,288,000 and 
16,354,000, or 10,066,000 pounds at the price in existence prior to Au- 
gust 1, with a balance of 11,811,000 to be invoiced at the August 6 price. 

We submitted that proposal to Dr. Flemming, which he approved, 
and we then offered an amendment to Reynolds which they accepted, 
and which also contained this language : 

It is understood, and you have so represented, that as a result of this 60-day 
deferment you have made available not less than 14 million pounds of pig, ingot, 
and billet to nonintegrated users during July and August above and beyond the 
amounts which would have been available without the deferment. 

It is understood and agreed that you shall provide upon request to the Govern- 
ment detailed information in support of this representation. 

So that we worked it out on a prorated basis if they had delivered 
on an actual daily amount for the 60 days, the Government gets the 
benefit of the lower price up to August 6, and the Government pays the 
increased price on the balance. 

Mr. Yates. You may introduce those letters into the record. 

I would like to ask you how much more the Government paid 
for the aluminum as a result of the deferral from all three companies; 
nothing additional from Kaiser or was it Alcoa ? 

Mr. Meptey. Alcoa. 

We will supply that for the record. 

Of course, as a result of the deferment, it cost the Government a cent 
more for the 11,811,000. 

Mr. Yates. Is this Reynolds alone or both ? 

Mr. Meptey. Reynolds alone—which would be $118,110. 

Mr. Yates. How much was it for Kaiser? You do not have that 
figure ? 

“Mr. Meptey. We will get that for the record. 

Mr. Yates. Do you know whether or not the companies asked for 
the deferral of that ? 

Mr. Watsu. That request would not have been made to us, sir; it 
would have been made to either ODM or BDSA. We receive our 
instructions from ODM. 

Mr. Yates. Mr. Snow would you know whether or not the companies 
asked for deferrals of deliveries ? 

Mr. Snow. No. 

Mr. Yates. You would not know that? 

Mr. Snow. I would not without checking the records. 

Mr. Yares. Can you let us know what your records show in that 
respect ? 

Mr. Meptry. I would like to point out, Mr. Chairman, there were 
no increased costs to the Government if we had held them 

Mr. Yates. To the August 5 sale; if you had deliveries by August 5. 
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Mr. Mepiey. In other words, under the original deferment there 
would have been no increase to the Government because under the 
terms of the contract they get the market price at the time of delivery, 
so that we, in effect, gave them an additional 60 days at no inc 
cost to the Government which, in tura, enabled them to deliver some 
14 million pounds additional to nonintegrated users above and be- 
yond that, above and beyond that which would have been available. 

Mr. Yates. Mr. Snow and Mr. Edmund. 


STATEMENTS OF WILLIAM J. EDMUND, DIRECTOR, ALUMINUM 
AND MAGNESIUM DIVISION, BDSA; AND ARTHUR A. SNOW, 
ASSISTANT DIRECTOR, ALUMINUM AND MAGNESIUM DIVISION, 
BDSA 


Mr. Arnotp. Mr. Edmund, Dr. Flemming in a letter to the subecom- 
mittee after our industrywide hearings and after the committee’s 
request that statistics be kept on the third quarter distribution of 
aluminum, stated that it was his understanding that the Aluminum 
and Magnesium Division of EDSA would keep these figures and 
would be able to supply the statistics at the end of the third quarter. 

Now, did you keep those statistics and are they available now for 
the committee ? 

Mr. Epmunpb. Well, sir, we keep records of the amount of primary 
pig ingot and billet that the producers ship to nonintegrated -users, 
as reported to us by the producers. Those figures I have recapped. 

Mr. Arnotp. Could you submit that to the committee for the rec- 
ord, or would you rather read it into the record, if you want. to? 

Mr. Epmunp. Well, in response to your question in your letter ask- 
ing for the shipments through the third quarter through September 
17, the primary producers had shipped 199,061,539. 

According to the best estimate we can get from all of the producers, 
and according to the rate of shipments, we are keeping them on a 
weekly basis, it appears that the quantity will reach 236 million by 
the end of the quarter, perhaps slightly exceed it. 

Mr. Arnotp. Do you have the breakdown for the individual com- 
panies on those shipments? 

Mr. Epmunp. I have, sir, but we obtained this information in 
BDSA on a nondisclosure basis. 

As you perhaps know, a great deal of our work in EDSA having 
to do with capacities and shipments, and so forth, require us to get 
information from producers and fabricators on a nondisclosure basis, 
and estimates which we want.to be very candid also on a nondisclosure 
basis, and I would, therefore, prefer not to give you the individual 
figures for each company. 

Mr. Yates. You mean the companies would object to telling us 
what they shipped in a quarter? 

Mr. Epmunp. I don’t know whether they would object or not. 
I presume if they do not object they would be glad to tell you, perhaps 
already have. 

Mr. Yates. That is the first time we have had any objection. We 
have known what they shipped in previous quarters. 

Mr. Epmunp. We actually obtained these figures from the producers 
on a nondisclosure basis; in other words, we have no authority to 
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require them to give us these figures. We are not administrators of 
these supply contracts, and we asked for them so we will be up to date 
on the total picture in the industry. 

Mr. Arnotp. When Dr. Flemming wrote that it was his under- 
standing that you would keep these res and statistics and supply 
them to the committee, did he convey that understanding to you 
or did you have any discussions with Dr. Flemming—or what is the 
relationship between BDSA and Dr. Flemming? 

Mr. Epmunp. I have no knowledge of any letter or any delegation 
of authority. Do you know, Mr. Snow? 

Mr. Snow. We have no delegation to that effect. 

Mr. Arnotp. So you never heard this at all from Dr. Flemming’s 
office ¢ 

Mr. Snow. To my knowledge, not at all. 

Mr. Epmunp. I think there were estimates in prior hearings that 
BDSA was keeping figures on shipments to nonintegrated users, and 
we are, and these are the figures from which I developed this total 
tonnage. 

Mr. Arnotp. Did Dr. Flemming, during the third quarter, at any 
time ask for any report or any information from BDSA for the 
purpose of enabling him to read a decision as to whether the expan- 
sion goal should be closed or kept open on aluminum ? 

Mr. Epmunp. I think that Dr. Flemming did not ask BDSA 
directly. I feel certain that he conferred with the Department of 
Commerce Secretary Weeks who is, I believe, a member of the DMB. 

Mr. Arnotp. And you say you feel certain that he conferred with 
Secretary Weeks. Did Secretary Weeks consult you or any other 
member of the Aluminum and Magnesium Division about preparing a 
report or a survey to aid- him in making any recommendations to 
Dr. Flemming about closing out or keeping open the aluminum expan- 
sion goal? 

Mee Baan. Not since I have been in the agency on the expansion ; 
no, sir. 

Mr. Arnot. Have you talked to the Secretary of Commerce at all 
about conditions, present conditions, in the aluminum industry since 
you have been in the Division, Aluminum and Magnesium Division ? 

Mr. Epmunp. I have not personally, no. 

Mr. Arnotp. Did Secretary Weeks, to your knowledge, make any 
recommendations to Dr. Flemming concerning the closing out or the 
a open of the aluminum expansion goal ? 

b Bacon. We are not the delegated agency on primary aluminum. 
That is delegated to the Interior Department, so we would have no 
recommendation to make. 

Mr. Arnotp. Well, I am trying to determine for the record where 
the recommendations in fact came from, if they came from any source. 

Mr. Yates. Does not your agency calculate the amount of demand 
that will be anticipated for aluminum during the next year? 

Mr. Epmunp. Yes, we do. 

Mr. Yates. Have you made that calculation for the next year? 

Mr. Epmunp. Well, this year, and based on the demand as it exists 
today, our demand for the next year, it looks like we will be limited 
to the supply; in other words, demand is going to equal supply. 

Going beyond that, we are unable to predict con much more might 
be used if it was available. But—— 


70669—56——26 





396 ALUMINUM INDUSTRY 


Mr. Yates. Do you know what the potential demand will be? 

Mr. Epmunp. Well, there are estimates made in the industry which 
indicate the growth will be anywhere from 5 percent up to 15 percent, 
a number of those estimates. 

I think we have furnished the committee with a table. 

Mr. Yates. A table showing what? 

Mr. Epmunp. A table showing the supply for next year. 

Mr. Yates. What does that table show as total source of supply ? 

Mr. Epmunp. 4,702 million pounds. 

Mr. Snow. That is the last bus 

Mr. Yares. From all sources? 

Mr. Epmunp. Correct. 

Mr. Yates. Who computed this for you? The reason I ask is that 
I have an estimate here from ASRI. 

Mr. Snow. Aluminum Smelters Research. 

Mr. Yates. And they come out to exactly the same figures. Did 
they give you the figures or did you give them the figures ? 

Mr. Snow. We probably gave them. 

Mr. Yates. I see. ! 

Mr. Epmunp. We distribute these figures to the industry when they 
are in the advisory meetings. 

Mr. Yates. Did you make the computation for 1957, 1958, 1959, 
and 1960 that appears upon their projection ? 

Mr. Epmunp: No; sir. 

Mr. Yates. Based upon 4,702 million pounds, how much less alumi- 
num will there be than projected demand ? 

Mr. Epmunp. We do not know that, sir. 

Mr. Yates. You do not have any ideas on the demand ? 

Mr. Epmunp. No, sir. 

Mr. Yates. Would you be interested to know what their conclu- 
sions were? 

Mr. Epmunp. Yes, I would be interested. 

Mr. Yates. Based upon their projected supply and demand for 
1956, there is an indicated overage, without reference to stockpile 
and without reference to exports, of 577 million pounds. Does that 
sound reasonable to you? 

Mr. Evmunp. That is more demand than there is supply? 

Mr. Yares. No; more supply than there is demand, an overage of 
supply. Does that make sense, apart from stockpile and apart from 
any export? 

Mr. Epmunp. If I understand correctly, they are stating that next 
year there will be 

Mr. Yares. Let me show you their figures, and then let me know 
what conclusion you come to. That is based, too, on full expansion 
of everybody who has an expansion pending. 

Mr. Arnotp. Yes, it would also apply to Reynolds, Kaiser, Revere, 
and those—— 

Mr. Yates. They will not bring anything in in 1956 though, they 
cannot supply it. Revere will not have production faciilties avail- 
able; neither will Harvey and neither will Olin. 

Mr. Epmunp. Well, they are projecting for next year a total con- 


sumption approximately the same as we expect this year. 
Mr. Yates. Yes. 
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Mr. Epmunp. Now, the only thing I want to say in that regard 
is that most people analyzing the market feel there will be a growth 
somewhere between 5 and 15 percent in demand per year. 

Now, the estimates are mostly from reliable sources, but they vary 
from 5 to 15 percent. ; 

Mr. Yates. Let me ask you your opinion, supposing Dr. Flemming 
makes no stockpile call next year; will there be a sufficient supply 
of aluminum to take care of the potential demand ? 

Mr. Epmunp. In my opinion it will be. It depends, of course, on 
the total economic situation, assuming that our gross national prod- 
uct continues.at the.rate of growth that it has been continuing this 
year, and then I think we would be approximately in balance without 
any stockpile call. 

Mr. Yates. Did you feel last year that this would happen, too‘ 

Mr. Epmunp. No, sir. 

Mr. Yates. You thought there would be shortages this year? 

Mr. Epmunp. We thought there would be a substantial overage in 
~~ oly this year. 

Mr. Yates. Did you? 

Mr. Epmunp. Last year; that is the way I felt, with the majority. 

Mr. Yares.. I see. 

How much weight should we give to your opinion for next year? 
| Laughter.|. I did not mean to embarrass you; I am sorry. 

Did you have any further questions, Mr. Arnold? 

Gentlemen, you may be excused, and we would like to ask Mr. 
Walsh one more question. Thank you very much, Mr. Edmund. 

Mr. Arnoup. Mr. Walsh, did Dr. Flemming or any member of 
the Office of Defense Mobilization make any requests during the 
third quarter to GSA to submit facts, information, or prepare a re- 
port or to make’a survey concerning the aluminum industry of the 
United States to aid Dr. Flemming in any decision on whether a third 
round—on whether an expansion goal should be kept open or closed ? 

Mr. Watsn. No, sir. 

Mr. Arnop. That is all. 

Mr. Yates. Any other questions, any other witnesses? Thank you 
very much, Mr. Walsh. 

Let the record show that Congressman Fascell, if he wants to sub- 
mit anything for the record, may do so. 

(See pp. 422, 427.) 

Mr. Yates. The meeting stands adjourned. 

(Whereupon, at 5 p. m., the subcommittee adjourned.) 
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ALUMINUM LIMITED SALEs, INC., 
New York 20, N. Y., June 18, 1955. 
Congressman Srpney R. YATEs, 
Chairman Subcommittee No. 3, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN YATES: In the course of the appearances of Mr. Nathanael 
V. Davis, president, and Mr. E. G. MacDowell, vice president of Aluminum, Ltd., 
before your subcommittee on May 19 we were requested to furnish additional 
information. Mr. George Arnold, counsel to your subcommittee, has also advised 
us that we could suggest corrections of inaccuracies in the transcript as pre- 
pared by the official reporter and that we could offer supplementary informa- 
tion which might facilitate your understanding of our company and its operations. 

As for the additional information which you requested we are attaching hereto: 

I. Copies of correspondence between ourselves and the United States Gov- 
ernment concerning offers of aluminum to the United States Government in 
response to requests made to us by various United States Government agencies. 
These include: 

(a) Offer of 220,000 tons to Munitions Board in August 1950: Letter of 
August 21, 1950, to Mr. Hubert B. Howard, Chairman, Munitions Board, from 
Mr. Fraser W. Bruce, vice president, Aluminum Company of Canada, Ltd. Mr. 
E. G. MacDowell stated in his testimony on page 309 of the transcript that we 
dealt with GSA. However our original offer was to the Munitions Board 
although subsequent correspondence was with Mr. A. J. Walsh, Commissioner, 
EPS, General Services Administration, which we are also submitting. 

(0) Offers to Defense Production Administration in 1952: (i) Letter of 
February 19, 1952, to Mr. S. W. Anderson, Deputy Defense Production Admin- 
istrator for Aluminum, from Mr. R. E. Powell, president, Aluminum Company 
of Canada, Ltd. 

(ii) Letter of April 19, 1952, to Mr. S. W. Anderson, Deputy Defense Produc- 
tion Administrator for Aluminum, from Mr. R. E. Powell, president, Aluminum 
Company of Canada, Ltd. 

(The circumstances concluding these offers to DPA are described in Defense 
Production Act Progress Reports 19 and 20 of the Joint Committee on Defense 
Production. ) 

II. A statement regarding current prices for primary aluminum ingot in 
producing countries. 

III. A table showing those of our nonintegrated customers (i. e., those firms 
that do not produce primary aluminum) in the United States who employ less 
than 500 workers and those who employ more than 500 workers. According to 
our survey, of our 114 nonintegrated customers, 68 employ less than 500 people 
each. It is of additional interest to note that the total number of employees 
of our nonintegrated customers directly engaged in the fabricating of aluminum 
is 53,100. 

Concerning the corrections of inaccuracies in the reported testimony we are 
attaching a list of suggested changes. This is based on the official transcript 
purchased from Ward & Paul, 1760 Pennsylvania Avenue NW., Washington, D. O. 

Since the subcommittee showed a special interest in the system of certificate 
contracts and inasmuch as half of our certificate customers are categorized as 
small businesses, we are submitting a brief outline of how certificate contracts 
operate. 

We understand from Mr. Arnold that your subcommittee intends to continue 
its review of problems on the aluminum industry with perhaps more attention 
to the possibilities of expanding ingot capacity. As Mr. Davis stated in his 
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testimony we are actively studying means to bring in more capacity quickly and 
perhaps we might be able to contribute to your review in this connection. 
In any case you may be assured of our continued cooperation. 
Very truly yours, 
ALUMINUM LIMITED SALES, INC., 
T. BE. Cover, Vice President. 


ALUMINUM COMPANY OF CANADA, LTD., 
Montreal, Quebec, Canada, August 21, 1950. 
Mr. HuseErt E. HowArp, 
Chairman, United States Munitions Board, 
Pentagon Building, Washington, D. C. 


Dear Sir: At the suggestion of Major General Matejka, in whose office a 
meeting was held with our representatives on August 17, we write to confirm 
what was said at that time about the supply to the United States of aluminum 
produced in our Canadian smelters. 

We are at present producing at the yearly rate of 380,000 metric tons (of 2,204.6 
pounds each), of which about 150,000 metric tons per annum is being shipped 
to our customers in the United States through our distributors, the Aluminum 
Import Corp., located at 530 Fifth Avenue, New York, N. Y. 

Sinee indicating to the Right Honorable C. D. Howe, Canadian Minister of 
Trade and Commerce, what we could do in the event of an emergency, we have 
progressed with our studies and believe that by arranging for the purchasing 
and borrowing of power from neighboring hydroelectric installations pending 
the bringing in of additional generating capacity of our own, but without the 
necessity of governmental power allocation, we can increase our production 
rate by 114,000 metric tons to a total of 494,000 metric tons per annum. It is 
estimated that the increased tonnage would come into production at the follow- 
ing rate: 

Metric tons 
per annum 


Within 3 months_ 15, 000 
Within 6 to 8 months, an additional 

Within 7 to 9 months, an additional 

Within 12 months, an additional 


Tetal..5.: 


This program envisages an overall expenditure on our part of approximately 
$55 million, covering the construction of a 200,000 hydroelectric plant on the 
Peribonka River, the reactivation of certain idle World War II smelters, the 
creation of new smelting facilities, and other miscellaneous items necessary to 
insure adequate supplies of alumina and bauxite. 

The indicated production schedule is based on the assumption that there would 
be no delay in starting the engineering and construction program. This is nec- 
essary because of the winter weather conditions in the Saguenay Valley. For 
example, we would need to commence immediately with the construction of a 
new highway, some 15 miles in length, leading to the powerhouse site on the 
Peribonka. 

In the light of the foregoing and subject to early acceptance, we hereby offer 
200,000 metric tons of our standard aluminum ingot of 99.5 percent guaranteed 
minimum purity under the following terms and conditions: 

Delivery: 1951, minimum 35,000 metric tons; 1952, minimum 65,000 metric 
tons; 1953, balance. 

Price: 16.5 cents United States currency per pound, f. 0. b., Canadian smelter, 
with an‘allowance of actual freight to destination in the United States not ex- 
ceeding 1 cent per pound. 

Terms: Net cash 30 days from date of invoice. 

Escalator provision: In view of the extended delivery and because of the 
uncertainty as to future costs of raw materials, labor, transport, ete., the sales 
price of 16.5 cents per pound shall be subject to adjustment in each quarter in 
relation to any increase or decrease in the seller’s cost of production expressed 
in United States currency which may be certified by Messrs. Price Waterhouse 
& Co., the basic quarter being that ended on June 30, 1950; allowance shall only 
be made, however, for units of one-half cent per pound increase or decrease in 
the total production cost. 
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Cancellation: The buyer shall have the right on 30 days’ notice to cancel all 
or any part of the unshipped balance on payment to the seller of 5 cents United 
States currency per pound on the tonnage caneled. 

Yours very truly, 
ALUMINUM COMPANY OF CANADA, LTD., 
FRASER W. Bruce, Vice President. 


[Copy of telegram sent by F. W. Bruce] 


OCTOBER 2, 1950. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
Federal Supply Services Building, Washington, D. C. (U.S. A.): 


Confirming telephone conversation 2d October, we are willing since exchange 
situation reasonably clarified to hold open for acceptance until close of business 
October 12, 1950. Offer made September 21 covering 200,000 metric tons alumi- 
num. 

ALUMINUM COMPANY OF CANADA, L®ID., 
FRASER W. BRUCE. 


[Copy of telegram sent by A. J. Walsh] 


OcToOBER 10, 1950. 
FRASER W. Bruce, 
Aluminum Company of Canada, Ltd., 
Montreal, Canada: 


Appreciate extension granted your wire October 2 on your offer of August 21 
and confirmed your letter September 21. Because of overall study of aluminum 
production picture which will not be completed by October 12 request extension 
your offer to October 31. 

A. J. WALSH, 
General Services Administration Emergency Procurement Service. 


[Copy of night letter sent by F. W. Bruce] 


OcToBER 11, 1950. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Federal Supply Services Building, 
Washington, D. C. (U.S. A.):? 

Reference your telegram October 6, we are willing to accede to your request 
extend offer 200,000 tons to October 31, provided, however, that delivery schedule 
is changed to read : “1951 minimum, 20,000 tons ; 1952 minimum, 55,000 tons ; bal- 
ance prior March 31, 1954.” In event you are interested in acquiring additional 
tonnages for subsequent delivery, we would appreciate opportunity discuss pos- 
sibility our developing large low-cost hydroelectric project on which considerable 
preliminary work has been done, and which could be brought into operation dur- 
ing 1954, thus enabling us offer minimum 250,000 tons for delivery during 1954 
and like quantity during 1955. You will appreciate that projected hydroelectric 
plant in area remote from present industrial activity would represent important 
overall addition to North American potential electric energy. 

ALUMINUM COMPANY OF CANADA, LTD., 
FRASER W. BRUCE. 





ALUMINUM COMPANY OF CANADA, L71p., 
Montreal, Canada, February 19, 1952. 
Mr. 8. W. ANDERSON, 
Deputy Defense Production Administrator for Aluminum, 
Washington, D. C., U.S. A. 


Dear Mr. ANDERSON: We have given careful study to your request for an offer 
under which we would undertake to progressively increase our shipments to the 
United States up to a level of 300,000 tons per year. Subject to approval by our 
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board of directors, and conditional on our being able to make satisfactory arrange- 
ments for financing the necessary plant expansion and to obtain such approval, 
if any, as May be required from the United States Director of Price Stabilization, 
we submit the following offer : 

(1) During the 8 years 1952 to 1959, inclusive, we shall offer for sale to United 
States consumers not less than 1,850,000 tons (of 2,000 pounds each) of aluminum 
ingots for delivery as follows : 86,000 tons in 1952 ; 94,000 tons in 1953 ; 170,000 tons 
in 1954; and 300,000 tons per year 1955 to 1959, inclusive. 

(2) In the event our actual sales to United States consumers during each of 
the years 1955 to 1959, inclusive, should be less than the minimum tonnage to be 
offered by us, the Government shall purchase from us the tonnage differental, 
provided (a) that in no event shall the Government be obligated to purchase more 
than 180,000 tons during any single year, and (b) that the Government’s obliga- 
tion to purchase during any year may be canceled in whole or in part by payment 
of a 5 cents per pound cancellation charge. 

(3) Our offering price to United States consumers, under (1) above, and our 
sales price to the Government, under (2) above, shall not exceed the United 
States market price prevailing on date of shipment, provided, however, that 
we shall have the right (@) in case of an increase in United States import duty, 
to increase our price accordingly, and (0b) in case of delivery point f. o. b. desti- 
nation, to charge the buyer freight in excess of 1 cent per pound; and further 
provided that should the United States market price be fixed at an uneconomic 
level by Government decree we shall have the right to increase our price to a level 
basis calculated to yield us not more than the average per pound profit realized 
by us on our United States sales during the calendar year 1951—a principle that, 
in effect, we understand has already been established in existing Government 
contracts with American aluminum producers. 

Because of the time factor involved in making financial arrangements and 
planning construction, our offer, subject to the limitations above described, is 
open to acceptance within 1 month from date. 

We have given consideration to your expressed interest in a call upon additional 
capacity that we might develop in the future. We question the feasibility of 
attempting at this time to outline the terms of such a call, but we can assure you 


of our willingness to enter into negotiations with you when the occasion arises, 
and we believe that a mutually satisfactory arrangement could then be made. 
Yours very truly, 


ALUMINUM COMPANY OF CANADA, L®TD., 
R. E. Powe tt, President. 


ALUMINUM COMPANY OF CANADA, LTp., 


Montreal, Canada, April 19, 1952. 
Mr. S. W. ANDERSON, 


Deputy Administrator for Aluminum, 
Defense Production Administration, 
Washington 25, D. C. 

Dear Mr. ANDERSON: With reference to our offer of February 19, 1952, extended 
as of March 19, 1952, for a period of 30 days and which has expired, it is our 
understanding that you now wish to receive a proposal from us which would 
reduce both the tonnage of aluminum to be underwritten by the United States 
Government and the period of the underwriting proposed in our letter of February 
19. Subject to approval by our board of directors and conditional on our being 
able to obtain such authorization, if any, as may be required from the United 
States Director of Price Stabilization, we submit the following offer: 

(1) During the 7 years 1952 to 1958, inclusive, we shall offer for sale to the 
United States consumers not less than 1,110,000 tons (of 2,000 pounds each) of 
aluminum ingot for delivery as follows: 80,000 tons in 1952; 90,000 tons in 1953; 
140,000 tons in 1954; and 200,000 tons per year 1955 to 1958, inclusive. 

(2) In the event our actual sales to the United States consumers during each 
of the years 1954 to 1958, inclusive, should be less than the minimum tonnage to be 
offered by us, the Government shall, to the extent requested by us, purchase the 
tonnage differential, provided (a) that in no event shall the Government be 
obligated to purchase more than 50,000 tons during 1954 or more than 100,000 
tons during each of the years 1955 to 1958, inclusive, and (b) that the Govern- 
ment’s obligation to purchase during any year may be canceled in whole or in part 
by payment of 5 cents per pound cancellation charges. 
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(3) Our offering price to United States consumers, under (1) above, and 
our sales price to the Government, under (2) above, shall not exceed the United 
States market price prevailing on date of shipment, provided however that we 
shall have the right (a) in case of an increase in United States import duty, 
to increase our price accordingly, and (b) in case of delivery point f. o. b. 
destination, to charge the buyer freight in excess of 1 cent per pound; and 
further provided that should the United States market price be fixed at an 
uneconomic level by Government decree we shall have the right to increase 
our price to a basis calculated to yield us not more than the average per pound 
profit realized by us on our United States sales during the calendar year 1951— 
a principle that, in effect, we understand has already been established in existing 
Government contracts with American aluminum producers. 

Our offer, subject to the limitations above described, is open to acceptance 
within 1 month from date. 

As in our earlier offer it is understood that we are always prepared to discuss 
with you the terms and conditions under which you could obtain a call on the 
output of smelting capacity which might be developed by us in the future. 

Yours very truly, 
R. E. PoweEt1, President. 


MEMORANDUM REGARDING ALUMINUM LIMITED SALES, INC.’s 
CERTIFICATE CONTRACTS 


Certificate contracts provide for the purchase of a fixed number of certificates 
(in approximately equal monthly amounts.) Each certificate, which is negoti- 
able, represents 100 short tons of aluminum ingot available for immediate 
shipment. 

Should a customer not wish delivery of the full amount of metal contracted for, 
he may take the balance in the form of certificates which are issued to him upon 
payment of 50 percent of the market value of the metal represented therein. The 
customer receives interest on this downpayment at 3 percent per annum; the full 
amount of metal represented by the certificates is produced and stockpiled await- 
ing the surrender of the certificates. When the customer decides to surrender 
his certificates he pays up the balance between his downpayment and the average 
market price of the month preceding the surrender. 

At the present time, over half of our customers who have certificate contracts 
are in the small business category (i. e., employ less than 500). Certificate con- 
tracts unlike conventional purchase contracts enable the purchaser to defer de- 
livery of metal contracted for while only prepaying 50 percent of the price. In 
other words, in periods of slack demand they allow him to maintain an inventory 
position at a minimum cost, whereas in peak periods he gets metal normally due 
him at that time plus metal delivery of which he had deferred. 

Alsales, on the other hand, believes certificate contracts have two advantages 
to the seller. Firstly, they are attractive to customers and potential customers, 
and secondly, they serve to level out production which, because of the nature of 
the aluminum business, is desirable from the manufacturer’s point of view. 
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Current primary aluminum ingot and pig prices in producing countries 


| Standard 

| guaranteed 
minimum 
purity 


Exchange | Price equiva- 
| rate, United | lent, United 
States States cents 
dollars per pound ! 


Country Form Price in local currency 





i 

| 
Percent i FoR TTT 
Austria Ingot_._.| 99. 0-99.49 $12 per kilogram 2 

| 

| 

| 

| 


nw 
_ 


Brazil ? do . 
Canada ...do 99. 
France ____ do 4 99. 0-99. 
Germany ; ..do : 99.0 
India . ..do ‘ 99.0 
Italy. ¢ ..do : 99. 
Japan__. se ...do ; 99. 5 
Norway... -. .-.do is 99.5 
Spain nie cng 99. 0-99. 49 
Sweden ve eae 99.0 | SKr2.46 per kilogram 
Switzerland do 99. 0-99.49 | Swfr2.30 per kilogram ____._- 
Taiwan do 99.5 | NT$14,000 per metric ton. ell 
United Kingdom _..do 99. 0-99. 5 £163 per long ton aa “ 
~ in is 399.0 U.S.$0. 215 per pound 
Ingot__-- 99.0 | U.S.$0.232 per pound 


Cr$50 per kilogram 
Can$0.2025 per pound - 
Fr176,773 per metric ton. 
DM2.23 per kilogram 
Rs3,000 per long ton_-_--_--- 
Lit375 per kilogram 
210,000 per metric ton 
NKr2.75 per kilogram 
P23.75 per kilogram 


=~ 
_ 
~ 


RSASS2eRset 


SESUSANSoysse 


United States 


1 Prices are f. 0. b. smelter except for (1), (2), (3), (4) where a transportation allowance is included 
? Changes not shown in tabulation dated May 4, 1955. 
3’ Averaged. 


Employment data on nonintegrated customers of Aluminium Limited Sales, Inc., 
1955 


j ; —_—— - — 
| Number of 
Number of | Total number employees di- 
| 


ors rectly engaged 
customers | of employees in alumina 


operations ! 


Employing less than 500 workers..._..........--.-------| , 720 8, 144 


Employing more than 500 workers-__.......-...--------- | 





WOUNE. 502-2224 elisa 


— 


1 The definition covering this category is, ‘An employee who is directly engaged in the working or trans- 
formation of aluminum from one form to another.” (In the case of companies exclusively engaged in 
aluminum fabrication, total company employment figures have been used.) 

2 Of these 46 companies, 18 employ less than 1,000 people. 

3 Of this total, 3 customers employ 950,000 people. 


DoLLIn Corp. 
Irvington, N. J., May 25, 1955. 
The House SMALL BUSINESS SUBCOMMITTEE, 
House of Representatives, Washington, D.C. 


GENTLEMEN : The recent testimony of Richard S. Reynolds before the House 
Small Business Subcommittee has attracted our attention and interest. 

We are a die-casting manufacturer using aluminum as a principal raw mate- 
rial. We are a small business with about 500 employees. According to our 
information, the House Small Business Subcommittee is investigating a per- 
formance of Reynolds Metal Co. and Kaiser Aluminum & Chemical Sales Co. 
dealing with firms of our type. We are a customer of both and in these first 6 
months of 1955, they have refused to accept orders and consistently fallen down 
on promises made. 

We are willing to place the following facts in evidence before your subcom- 
mittee. In early 1954, we were solicited by Reynolds as a customer for their 

A2312 aluminum alloy and A2393 aluminum alloy. We began purchasing from 
them at that time and in late 1954 and early 1955, our average purchases per 
month were over 125,000 pounds. Since February 10 of this year, Reynolds has 
delivered to us a total of 250,000 pounds of aluminum. However, 100,000 pounds 
of these deliveries were shipped on a conversion deal whereby we payed approxi- 
mately 4 cents over the base price. We have no deliveries promised now before 
June 10 so that in the period from February through June 10, a total of 4 months, 
our average deliveries per month have been about 63,000 pounds and 23,000 pounds 
of these deliveries have been on “conversion deals” which have not been considered 
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on our regular allotment, but on which we pay a premium over the market price. 

Our experience with Kaiser Aluminum & Chemical Sales in attempting to 
secure aluminum alloy has been similar. In October, 1954, we were solicited 
by Kaiser and after a great deal of persuasion on their part, consented to begin 
a pattern of purchases with them. 

In December 1954, we purchased 30,000 pounds and in January 1955, we 
placed orders for 200,000 pounds. These orders were placed prior to any 
shortage or any drastie price increase in the aluminum market. Although they 
were not acknowledged in written form, we were given numerous verbal assur- 
ances that they would be shipped. 

In February, we noticed a complete change in Kaiser dealings with us. They 
eanceled all orders except for 50,000 pounds and based their logic on a historical 
pattern of 1954, which seems to be foolish since they did not solicit our business 
until late 1954 and we began to buy from them immediately after they attempted 
to sell us. 

With both the above companies, we accepted their decisions with complaint, 
but with the stockpile release, we felt that they should reconsider us and wrote 
them asking that they do so. The important fact in this situation is that since 
the stockpile release of 150 million pounds, we have received not 1 pound more 
than we did in the months prior to the release. 

We, like other companies in our industry, wrote to our Senator and Congress- 
man prior to the stockpile release and we believe that our action was instrumental 
in securing the release. What is surprising to us is that we have not benefited 
one bit from our efforts. We also contracted Defense Mobilizer Flemming in an 
effort to get relief but we are still waiting for an improvement of their inadequate 
performance. 

We placed practically all of our orders with both companies when we could 
have bought heavily in the secondary market at similar prices. They encouraged 
us to do so and gave us many assurances that we would not be let down. Their 
“heavy handed” practices of refusing to acknowledge orders and being vague 
about promises as to delivery and commitments is, in our opinion, unethical and 
unfair. 

The reason for our writing at this time is that, according to the press, Mr. 
Reynolds in his testimony before you denied that such a condition existed. We 
believe we are one of many who have suffered at their hands. We are a small 
manufacture rand feel very little influence either with Reynolds or Kaiser, but 
we do feel that some action on your part is needed to clarify the contradiction 
between his testimony and the facts. 

Thank you for your consideration in this matter. 

Very truly yours, 
DOoLiin Corp. 
WILLIAM F.. Cvozzi, Jr., 
Secretary. 


STRANAHAN For. Co. 
South Hackensack, N. J., June 20, 1955. 
Hon. Sipngey R. YATES, 
Chairman, Subcommittee No. 3, House Select Small Business Committee, 
House Office Building, 
Washington, D. 0. 


Dear Mr. Yates: I wish to acknowledge you letter of June 16 requesting my 
appearance before your committee for the purpose of participating in discussions 
looking to the formulation of a program for the equitable industrywide distribu- 
tion of aluminum proposed to be released by the cancellation of the Government’s 
call for aluminum for the third quarter. I also wish to acknowledge copy of 
press release of June 2, 1955, and replies of the Aluminum Company of America, 
the Reynolds Metals Co., and the Kaiser Aluminum & Chemical Corp. to 14 
questions asked of these companies in the press release. 

Certainly, from the statements made on behalf of the committee in the press 
release and in the replies of the producers, there seems to be no disagreement as 
to the desirability and necessity of equitable distribution of any increased sup- 
ply of aluminum among all nonintegrated segments of the industry. 

From the press reports of the previous hearings and from the replies of the 
producers, it is not clear that all segments of the industry participated in the 
distribution of the relief provided for in the first half of 1955 call. Apparently 
only the consumers of aluminum pig and ingot received any benefit of the previous 
distribution, and while the processors who received the metal directly were the 
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immediate beneficiaries, their customers were after all the ones who received 
the real benefit in the form of extrusions, castings, wire, and small amount of 
sheet. Thus only a small percentage of the consuming industries received any 
benefit from the foregiveness of the first half call, and it seems pertinent to 
inquire as to what is meant by a nonintegrated user. 

Some segments of the industry may be in favor of a continuation of the policy 
of the first release and of the definition of nonintegrated user as only the pur- 
chaser of pig and ingot, but this would not at all satisfy the committee’s in- 
sistence that distribution be made on an equitable industrywide basis to all 
segments of the aluminum industry. 

I happen to be the current chairman of the foil division of the Aluminum As- 
sociation. There are totally 11 foil rollers in the United States, 9 of whom are 
members of the association, the remaining 2 being more or less captive mills 
rolling largely for their own consumption. Of the 9 member companies, 3 are the 
mills of the integrated prime producers and 6 are so-called nonintegrated. 
These 6 mills as well as the two captive operations purchase what to them is their 
raw material in the form of foil stock. This is coiled sheet in various thick- 
nesses which is in turn rolled down to foil gages from 0.00017 inch to 0.006 inch 
thick. These companies never, for this operation, purchase any pig or ingot, 
and if pig or ingot is to be the basis of any future distribution, they will never 
be the beneficiary of any increase in allotments. Nor were they the beneficiaries 
of any distribution of the metal made available in the first half. 

Since these 9 companies have hundreds of customers, none of these were bene- 
fited by the release of additional metal in the first half, nor would they be in 
the third quarter if distribution is confined to the users of pig and ingot. Under 
such a plan it is not clear as to how all segments of the aluminum industry 
would benefit under the definition of a nonintegrated user as previously applied. 

The same situation applies in the case of sheet rerollers who follow the same 
pattern as the foil rollers but whose end product is heavier than 0.006-inch 
thick. 

There are also other converters and fabricators of mill products who do not 
buy pig and ingot and who are likewise nonparticipants in the distribution of 
increased supplies on such a basis. Producers of forgings buy rolled or extruded 
rod and bar. Wire and cable manufacturers buy rod for redrawing with wire. 
Producers of drawn tubing who do not extrude are purchasers of tube blooms. 
Collectively the customers of all these companies must be entitled to additional 
material if increased aluminm is to be distributed equitably. 

Up to this point consideration has been given only to companies who either pro- 
duce or consume mill products but who do not produce any aluminum metal. 
What is the status of the sheet user, for example, who buys exclusively from 
Alcoa, Reynolds, or Kaiser either by choice of because it is obtainable from no 
other source because of specification? Is that user to be excluded from any 
benefit from these increased supplies or is he to be restricted to such material 
as can be supplied to him outside of such increases? 

It seems hard to exclude such a customer and still argue that there is benefit 
to all segments of the industry. Thus it would seem to be the inevitable con- 
clusion that the user or purchaser of the mill product or foil or casting or forg- 
ing is the logical nonintegrated user, and unless all are able to participate in 
the use of additional supply, the sense of including all segments of the aluminum 
industry in such benefits is not being fulfilled. 

Whether there is anything in the contracts between the Government and the 
producers which would make this concept of the monintegrated user inapplicable, 
I do not know, but unless the distribution can be so regulated as to include the 
eases I have mentioned, it will be impossible to make an equitable distribution, 
and one or more segments of the industry are bound to benefit more than others. 

If it is the conclusion of those in Government that such is a fair definition 
of the nonintegrated user, my judgment would have to be that the distribution 
of metal on such a premise can be made only by those having the day to day 
details and requirements at hand, namely, the primary producers, and after 
having read the replies of the 3 producing companies to the committee’s questions, 
I would favor the distribution of the additional metal by them. If in the judg- 
ment of the committee the plans of the producers did not adequately safeguard 
the rights of the nonintegrated user, such conditions as would do so would 
necessarily have to be imposed, but this would not need to alter the basic con- 
cept of distribution by the producers rather than by any other agency. 

Very truly yours, 
STRANAHAN Fort Co., INc., 
R. P. STRANAHAN, President. 
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THE GREENBRIER, 
White Sulphur Springs, W. Va., May 20, 1955. 
Hon. SripNey R. YATES, 


Chairman, Subject Committee No. 3, 
House Select Committee on Small Business, 
Washington, D. C. 

Dear Mr. Yates: During the question period following my testimony before 
your committee on May 18, one of the committee members asked me if I knew 
whether or not the Bureau of Foreign Commerce could through administrative 
action control exports of aluminum scrap, or if would require legislative action. 

In my reply I roughly sketched my understanding of the situation as one 
which could be corrected by administrative action. In order that the record 
may be complete and perfectly clear I request permission to add the following to 
the statement I made. 

In addressing a smelters industry advisory committee meeting in April 1954, 
a representative of the Bureau of Foreign Commerce made the following state- 
ment, which I believe to be practically verbatim from the record. 

“The Export Control Act of 1949 authorized the use of export controls to the 
extent necessary to protect the domestic economy from the excessive drain of 
searce materials and to reduce the inflationary impact of abnormal foreign 
demand.” 

I believe both of these requirements have now been in existence for practically 
1% years, and upon the above statement of authority and the existence of those 
conditions, I am of the opinion that remedial action could have been taken by 
the Bureau of Foreign Commerce administratively at any time. 

I trust this additional testimony will be included in the record of your 


committee’s deliberations and may I again thank you, the committee members 
and staff, for the courtesies extended to me. 


Very truly yours, 
ALUMINUM SMELTERS RESEARCH INSTITUTE, 
Car. H. Burton, Secretary. 


NATIONAL FARMERS UNION, 
Washington D. C., May 28, 1955. 
Hon. Sipney R. YATEs, 


House Office Building, Washington 25, D. C. 


My Dear CONGRESSMAN YATES: I have learned of your investigation of the 
shortages of aluminum. As you know, the farm population is a very substantial 
part of the consuming public, which has become increasingly dependent upon alu- 
minum. It is no longer a matter merely of household utensils, important as that 
isonthefarm. We now use aluminum in large tonnages as sheets, wire, sprinkler 
pipes, ete. In the future our demand will grow, but it cannot take on its full 
potential proportions unless there is an abundance of metal available. 

Both because of the need for low cost aluminum and for the vast quantities 
required, we in the Farmers Union have become vitally interested in obtaining 
our own source of metal. I trust that if any expansion of the industry occurs 
with Government participation, we farmers will not be left out. I wish to go 
our own sources of metal. I trust that if any expansion of the industry occurs 
on record with your committee to that effect, and would like the record to 
show that we in the Farmers Union have a vital stake in your efforts to obtain 


more metal. If expansion occurs, we want to see if it is not possible for us to 
take a part in it. 


Sincerely yours, 


JAMEs G. PATTON, 
President. 


REYNOLDS Merats Co., 
OFFICE OF THE PRESIDENT, 


Richmond, Va., July 6, 1955. 
Hon. Stpney R. YAT#"s, 


Chairman, Subcommittee No. 3, 
Select Committee on Small Business, 
House of Representatives, Washington, D.C. 
Dear CONGRESSMAN Yates: At the close of my testimony before your com- 
mittee on May 24, 1955, I requested permission to submit a supplemental written 
statement for your record. You were kind enough to grant this request and, 
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aceordingly, I respectfully submit the attached statement on behalf of Reynolds 
Metals Co. 
Sincerely yours, 
R. 8. ReYnowps, Jr., President. 


SUPPLEMENT STATEMENT BY RICHARD S. REYNOLDS, JR., PRESIDENT, REYNOLDS 
METALS Co. 


A. PRIMARY ALUMINUM SHIPMENTS TO OTHER FABRICATORS 


With respect to primary aluminum deliveries to other fabricators, I would like 
to supplement the yearly figures given in our reply to your committee's question- 
naire letter and in my prepared statement with more detailed shipment figures for 
1954 and 1955. For comparison purposes, we are also showing our total shipments 
of fabricated products. 

Since market conditions changed sharply, beginning with the fourth quarter 
of 1954, the shipments statistics are presented for these two periods: 

1. The period of decreasing demand and surplus supply—from January 1954 
through September 1954. Pig and ingot customers were offered more than they 
were willing to buy. . 

2. The period of increasing demand and tightening supply—from October 
1954 to date. Pig and ingot customers experienced increasing difficulty in 
placing their orders. 

Reynolds Metals shipments during these two periods were as follows: 


Reynolds Metals shipments to customers * 


[Millions of Pa 


and billets products 


1. Period of surplus supply (9 months ending Sept. 30, 1954) -_..._-- 
2. Period of rr supply (1 months e on June 30, 1955) 
Percent increase , . 


mE Pig, ingot, All other 
“| 


! Excluding all deliveries to Government stockpile. 


These figures demonstrate that, during the past 9 months, Reynolds’ ship- 
ments to pig and ingot customers increased twice as sharply as its shipments 
to all other customers, 48 percent for pig, ingot, and billet, as against 24 
percent for all other products. 

Reynolds’ shipments of pig, ingot, and billets in the fourth quarter of 1954 
totaled 53.5 million pounds, as against an average of 35.6 millfén-pounds for 
the first 3 quarters of 1954. This fourth quarter jump, of 50 percent, is par- 
ticularly significant since the record of your committee’s hearings discloses 
that the nonintegrated users of pig, ingot, and billets were getting all they 
wanted during the first 3 quarters of 1954. In fact, it was because the non- 
integrated users would not buy more during those three quarters that Reyn- 
olds and other producers found it necessary to sell large surplus tonnages to 
the Government stockpile during 1954 

This fourth quarter jump of 50 percent in pig, ingot, and billet shipments 
reflected a very abnormal situation for many reasons: 

(a) Reynolds shipments to all other customers rose only 19 percent during 
the fourth quarter, to 115.8 million pounds, as compared to the 97.4 million 
pound average for the previous 3 quarters of 1954. Pig. ingot, and billet ship- 
ments therefore rose 2% times as sharply as all other shipments. 

(b) Reynolds total metal supply rose only 11 percent during the fourth 
quarter, making it necessary to deplete working inventories in order to achieve 
the 50 percent increase in pig, ingot, and billet shipments. 

(c) Reynolds was responding to the rising demand more rapidly than were 
other producers. Primary imports from Canada continued to decline in the 
fourth quarter. Reynolds increased shipments in large measure reflected its 
readiness to supply fabricators who could not get all of the primary or secondary 
they wanted from the other sources on which they regularly relied. 

For all of these reasons, Reynolds fourth quarter shipments of pig, ingot, 
and billets represent an extraordinary effort to supply the market’s needs 
rather than its typical shipments pattern. 
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Stockpile relief had to be forthcoming if Reynolds was to maintain during 
1955 the pattern of sharply increased pig and ingot shipments it had adopted 
in the last quarter of 1954. Without stockpile relief the high level of ship 
ments to the few hundred users of pig, ingot, and billets would have to be at 
the expense of several thousand other nonintegrated customers who are regular 
users of other Reynolds products. 

To keep all of its customer fabricators and manufacturers adequately supplied, 
regardless of the form of aluminum they used, Reynolds began to seek relief 
from stockpile deliveries early in January. By letter of January 7 to Dr. 
Flemming I recommended that ODM “Postpone stockpile deliveries by domestic 
preducers enabling them to fill the gap caused by the withdrawal of foreign 
supplies. The heavy 1954 deliveries to the stockpile, plus the absence of any 
immediate military emergency should permit such flexibility in 1955 stockpile 
deliveries without jeopardizing the Nation’s mobilization readiness.” 

Having extended ourselves all we could during the fourth quarter of 1954 
to supply extra tonnages of pig, ingot, and billets, we had a choice of two courses 
of action in 1955: to resume the more normal lower rate of primary aluminum 
shipments until stockpile relief was officially and formally made available, 
or to “stretch” our immediate supply by anticipating such relief. The latter 
course was of greater benefit to the pig, ingot, and billet users but more hazardous 
to our own fabricating operations. We nevertheless adopted that course. 

Pig, ingot, and billet shipments to other fabricators amounted to 51.7 million 
pounds during the first quarter and 52.6 million pounds during the second 
quarter of 1955. This represented a 51-percent increase over the first two 
quarters of 1954, although our total supply (less stockpile shipments) had 
inereased only'31 percent during the same period. 

These shipments figures make it clear, we believe, as to why it would have 
been completely unfair to the bulk of our customers and to our fabricating 
operations for Reynolds Metals to have acceded to the request made by GSA in 
its letter of April 7. In effect, it would have frozen the extraordinary shipments 
pattern of the last quarter, 1954 and the first quarter of 1955 and incorrectly 
labeled them as “normal.” It would have penalized thousands of fabricators 
using our fabricated products because Reynolds Metals had helped out a few 
hundred pig, ingot, and billet users during 1954 and in the first quarter of 1955 
instead of waiting to do so until the official notice of stockpile relief came on 
April 7. 

B. REYNOLDS’ DEVELOPMENT AS A FABRICATOR AND PRODUCER 


Various statements have been made before your committee concerning Reynolds 
Metals’ historic position as a supplier of pig, ingot, and billets, and its obliga- 
tions to the users of such products. To correct the misconceptions expressed 
by some witnesses during your committee’s hearings, I would like to amplify 
the general statements on this point made during my testimony of May 24. 

The facts are clear and relatively simple. Reynolds Metals’ growth as a 
fabricator and producer of aluminum went through three stages: 

I. Before 1941.—Reynolds was a nonintegrated fabricator, purchasing all of 
its primary pig: 

II. Between 1941 and 1951.—Reynolds became a more and more integrated 
fabricator, producing an increasing share of its own pig requirements ; 

III. Since 1951.—As a result of primary capacity expansion, Reynolds has be- 
come a regular supplier of pig and ingot in addition to its long-established 
fabricated product lines. 

The cireumstances of this development, from a nonintegrated fabricator to an 
integrated fabricator-producer, were as follows: 

I. 1919-41, nonintegrated fabricator.—Reynolds Metals (prior to 1928 under 
the name of U. 8S. Foil) began as a metallic foil fabricator. At first, it made 
lead and tinfoil but in the late twenties began to roll aluminum foil. It also 
branched out into other aluminum products, such as powder, sheet, rod, and 
extrusions. By 1940, Reynolds was probably the largest single nonintegrated 
aluminum fabricator and therefore the largest buyer of primary aluminum. 

II. 1941-51, integrated fabricator.—In 1941, Reynolds Metal began to produce 
part of its primary aluminum requirements. Until Reynolds Metals began to 
produce part of its pig requirements, all of the fabricated aluminum was de- 
pendent on a single United States source of supply. To the extent that Reynolds 
produced pig and fabricated it, aluminum mill products were available in the 
United States on a fully competitive basis. 
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After World War II, as I pointed out in my testimony, the Department of 
Justice reported to Congress that Reynolds as a competitor was “handicapped” 
because it was producing only 35 percent of its primary pig requirements. Con- 
sequently, surplus Government World War II plants were leased in 1946 and 
sold in 1949 to Reynolds for the purpose of integrating it further and thereby 
strengthening its competitive position as a supplier of aluminum mill products 
such as sheet, rod, foil, and extrusions. 

The development of competitive sources of such aluminum products was the 
first and major objective of the Federal Government’s policy because most non- 
integrated users needed their aluminum in mill product form. The only way to 
get such competition initially was through the integration of fabricators so 
that they would be as independent as possible of outside sources of primary 
aluminum. Reynolds Metals was the first of the integrated fabricators to be- 
come completely independent of other producers and therefore was the first 
to become fully competitive. 

The program of integrating aluminum fabricators has proven itself so sucess- 
ful that competition in mill products has been taken for granted for some years 
now. By the time the Korean war came in 1950, the competition of fully inte- 
grated fabricators such as Reynolds had become a permanent part of the alu- 
minum indutsry. 

III. 1951 to date, integrated fabricator-producer.—The third stage in the de- 
velopment of Reynolds Metals resulted from its participation in the Korean 
expansion program. Reynolds was a leader in calling for an expansion of 
capacity to meet military and civilian needs, as the attached advertisement of 
September 1950 indicates. 

During the negotiations over the proposed new capacity the Government raised 
the question of ingot supply for nonintegrated fabricators. This was the very 
first time this question was put to Reynolds in connection with the lease, pur- 
chase, or construction of producing facilities. Since the expansion program was 
devoted entirely to producing facilities, it was feasible for Reynelds to make 
commitments to supply pig and ingot without undermining its position as.a com- 
petitive source of fabricated aluminum products. 

The commitment was made an integral part of the contract and has been fully 
observed since it became effective in June 1951. As my testimony shows, we 
have met our contractual commitments, to deliver pig and ingot to nonintegrated 
fabricators, almost three times over. 

In view of this development pattern, Reynolds Metals will continue to meet 
its long-established obligations as a supplier of fabricated aluminum products 
as well as fulfill its more recent obligations as a supplier of pig and ingot. 


C. HOW REYNOLDS METALS BECAME AN ALUMINUM PRODUCER 


The Federal Government did not put Reynolds Metals in the aluminum pro- 
ducing business during World War II, as has been asserted or implied by some 
witnesses during your committee’s hearings. Reynolds Metals became a pro- 
ducer of primary aluminum in 1941 at its own risk and on its own initiative, 
over the opposition of officials in the Government defense agency’s Raw Materials 
Division. Here is the chronology of facts: 

1. May 1940.—Reynolds Metals urged greater capacity expansion in the United 
States but neither the Government nor industry agreed that such expansion 
was needed. 

2. August 1940.—Reynolds Metals undertook to become the first independent 
producer. It obtained an RFC loan without any special Government conces- 
sions. It gave the RFC a first mortgage on its 18 profitable manufacturing 
plants and paid 4 percent interest. 

The Government’s official history of the World War II aluminum program 
stated that “the loan to Reynolds was regarded by the RFC as strictly a busi- 
ness proposition and ‘not necessarily as a defense project’.” It also reported 
that the defense agency’s Raw Materials Division “had arrived at the conclusion 
that no additional aluminum capacity was necessary for the national-defense 
program or essential civilian requirements.” Nevertheless “members of that 
Division did interest themselves in the Reynolds loan and were opposed to it” 
(pp. jay Civilian Production Administration, Special Study No. 22, July 
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8. February 1954.—The RFC sold the $20,991,600 of Reynolds bonds still out- 
standing to a group of private financial institutions. Since 1940, the RFC had 
received a total of about $61 million in interest and principal payments on its 
initial $15,800,000 loan to Reynolds and on its subsequent $30,200,000 of loans. 
In addition, these loans, contributing as they did to the company’s growth, 
helped to make possible a subsequent $135 million in lease rental and income 
tax payments to the Federal Government. 

Two Senate committees thoroughly investigated the World War II aluminum 
program. Their,comments»on the RFC loan to Reynolds were as follows: _ 

(a) Senator Harry 8S. Truman, then head of the National Defense Investigat- 
ing Committee, declared on May 18, 1942: 

“T can testify from evidence before the committee, of which I have the honor 
to be chairman, that Mr. Reynolds risked all he had in order to help the country 
obtain the necessary aluminum supplies for the construction of planes, tanks, 
and guns. Mr. Reynolds is a patriotic citizen. He risked everything he had. 
He was dependent absolutely on the Aluminum Company of America for his 
supplies of aluminum for his own business, and he took the chance of losing 
everything he had.” 

(b) The Senate Small Business Committee, under the chairmanship of 
Senator James E. Murray, recommended in its September 10, 1945, report that: 

“Government loans made to Reynolds on terms less favorable than loans made 
to the Canadian company, should be renegotiated. It would. seem to be inde- 
fensible for the Government to exact harsher terms from United States operators 
than those given to the newly created giant competitor across the border.” 

The truth of the matter, therefore, was that Reynolds received less favorable 
treatment than other aluminum producers did. 

From the industrial side, Reynolds Metals had all of the unavoidable diffi- 
culties and disadvantages of any newcomer. Its entry into the aluminum 
producing field was completely independent of any other producer. No Govern- 
ment aid was available to it to equalize advantages enjoyed by the already 
long-established producer. Reynolds’ RFC financing, its bauxite, and its power 
were higher cost than those of its principal competitor producer. Nevertheless, 


with full awareness of these obstacles, Reynolds took the risk inherent in 
becoming a new producer. 
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AMERICA 
NEEDS MORE 
ALUMINUM 


Again, as in 1940, the voices of complacency are droning: 
“We have plenty of aluminum .. . four times as much as be- 
fore the last war.” 


NATIONAL 

SECURITY 

REQUIRES 

ALUMINUM 
EXPANSION IN 

OuR OWN COUNTRY! 


We do have four times as much aluminum ... BUT IT IS 
NOT ENOUGH! In 1940 Reynolds warned not enough. 
Now Reynolds repeats the warning in 1950: NOT ENOUGH! 


In 1940, R. S. Reynolds challenged the same voices of com- 
placency. Few listened. But Reynolds took action... a new 
plant built in just 5 months and 28 days, producing at full 
capacity well before Pearl Harbor! (With that plant, Reynolds 
brought competition into the U.S. aluminum industry for the 
first time in history.) 
Now, today, we see the same danger signals as in 1949... 
industrial customers starving for metals, civilian manufac- 
turing slowing down, scrap prices soaring. The U. S. is con- 
suming more aluminum than its present capacity production 
. importing more and more from Canada. The needs for 
industry and for defense. - Army, Navy, Marine Corps, and 
Air Force . , ane ctendily aseunting. 


President Truman in his preparedness speech to the nation 


on September 9th said that we must enlarge “ ney 
to produce basic materials such as... aluminum . 


i is proposed, in some 


(2) The Canadian source of supply 
is entirely concentrated in one area 
—much more vulnerable to enemy 
hombing than the U.S. planta, which 
are dispersed among 10 states: Ala- 
bama, Arkansas, Mines, |owissana, 
New York, North Carolina. Oregon, 
Tennessee, Texas, Washington. 


(2) New aluminum capacity can be 
built now in the United States, using 
natural gas, coal or hydro-power for 
electrical energy. This will further 
disperse the production ceaters 
of this country, and create more 
aluminum for peacetime ae well as 
We agree with the President! ... defense needs. 
America needs more aluminum ... made in the United States! (3) America should promote (5. 


employment and U.S. S. prosperity — 
develop U.S. S. resources. 


REYNOLDS ALUMINUM 


REYNOLDS METALS COMPANY, RICHMOND 19, VA., LOUISVILLE 1, KY. 
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REPRINT OF ADI ERTISEMENT @ HICH APPEARED DURING THE WEEK OF SEPTEMBER 25, 1950 IN THE FOLLOWING NER SP APERS: 


New York, N. Ys Times, Herald-Tribune, World-Telegram & Sun, JoornshAmerican, Wall Street Journal. Journal of Commerce. Washington. 1. (2 
News, Post, Star, TimerHeraid. Chicago il: Tribune. Journal of Commerce. Detroit, Mich.: Free Press, Philadelphia. Pa: Hulletin. 
: Post4:asetic, Press, Sue Telegraph. St. Lowi, Mo: Globe-Democrat. Sea Francisco, (al: Chronicle. Examiner. Leo Aagrien (al: Hasmdare, Times. 
Richmond, Ve: NeweLeader & Times-Dispatch. Lowieville, Ky: Courier-Journal Times. Portland, Ore.: (iregonian. Phoenix. Ariz: Republic & Gasete. 
Springs, Arkh: New Exe & SeatinctRecord. Little Rork, Ark: Gasette. Plorence—Shefield—Tescumbia—Wu-rle Shosl-, Ala: Times Trit ‘ities Deily. 
Also. Amerwan Metal Market, Daily Metal Reporter 
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DEPARTMENT OF COMMERCE, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 
Washington 25, D. C., October 7, 1955. 
Hon. Srpney R. YATEs, 
Chairman, Subcommittee No. 3, Select Committee on Small Business, 
fTouse of Representatives, 
Washington, D. C. 


Dear Mr. CHAIRMAN: This is in response to the subcommittee’s request which 
appears at the foot of page 858 of the transcript of the subcommittee’s hearings 
on September 29, 1955. This request, as I understand it, relates to calls by the 
Government for deliveries of aluminum for stockpile acquisition during the first 
two calendar quarters of 1955 under contracts of the General Services Adminis- 
tration and the three producing companies, Alcoa, Reynolds, and Kaiser. It 
inquires whether the companies made requests to this agency for deferrals of 
such deliveries. 

Our records do not disclose that any of the companies concerned made such 
request to this agency. In this connection, however, we feel that we should 
draw your attention to meetings of the Aluminum Producers Industry Advisory 
Committee of January 28 and May 20, 1955, wherein each of the companies 
was represented and wherein the committee recommended as follows: (January 
28, 1955) ““(1) That delivery of first quarter stockpile acquisitions be extended 
to June 30, 1955”; (May 20, 1955) “(2) Shipments against first and second 
quarter calls should be extended to October 31, 1955.” 

Copies of the minutes of these meetings were furnished to the subcommittee 
in the letter of September 28, 1955, from the general counsel, Department of 
Commerce. 

I trust that the foregoing will be of assistance to the subcommittee. 

Sincerely yours, 
Cuas F. HoNEYWELL, 
Administrator, 





Unirep STates SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
" August 16, 1955, 
Hon. Sipney R. Yates, 
Chairman, Subcommittee No. 3, 
House Select Committee on Small Business, 
House of Representatives, Washington 25, D. C. 

DEAR CONGRESSMAN Yates: To complete your file I enclose herewith a copy 
of a letter from Mr. Arthur Flemming in answer to my inquiry of July 13 on 
the subject of aluminum. 

If you have any comments, I should be pleased to have them. 

With kind regards, I am, 

Sincerely yours, 
JAMES BE. MurRRAY. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., August 3, 1955. 
Hon. JAMES E. MURRAY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D.C. 


DeaR Senator Murray: This has further reference to your letter of July 13, 
1955, in whieh you make additional inquiries about the aluminum-expansion 
program. Your questions and our replies thereto are as follows: 

Question. Why were not the nonintegrated users afforded the same treatment 
as the primary producers and given a guaranty for one-third of the output of 
the expanded facilities? 

From the vantage point of 3 or 4 years after the fact it may be concluded 
that some of the contract provisions might better have been drawn in different 
terms. Perhaps it would have been preferable to have provided a firm set- 
aside for the independents, or to have stipulated that any balance of production 
from expanded facilities after stockpile calls would be divided equally or on 
some other basis between the independents and the primary producers. 
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The General Services Administration’s explanation as to why the contracts 
did not provide for a firm one-third of the output of the expanded facilities for 
the independent producers, appears to me to be reasonable, i. e., the present 
provision was designed to provide flexibility for the benefit of the independents 
so that a larger amount of aluminum could be made available to them by the 
reduction of Government calls in times of shortages. Our decision not to make 
any stockpile call during the third quarter will illustrate the point. Because 
of this decision, the primary producers will be obligated to make aluminum 
available to the independents to the extent of the full two-thirds of the produc- 
tion from the new facilities. If the independents were entitled to a firm one-third 
of the production, the prime producers, in the absence of a stockpile call, would 
be entitled to a portion of the remaining one-third of the production during the 
third quarter. This, of course, leads to your next question : 

Why was the Government’s stockpile call for the first half of 1955 greater 
than two-thirds of the output of the facilities under the contracts? 

Section 3 (a) of the Strategic and Critical Materials Stockpiling Act provides 
that stockpile purchases “* * * shall be made, so far as practicable, from sup- 
plies of materials in excess of the current demand. * * *” In accordance with 
this legislative guidance, generally, we have adopted the following procedure 
in arriving at amounts to be purchased for the stockpile in any particular 
period. First, an estimate of both total production and demand, excluding 
stockpiling, is prepared. From such forecast we determine the amount by which 
aluminum production will exceed demand and thus be available for stockpile 
eall. The amount of any particular call would, in turn, depend on the criticality 
of the material, the amount of the unfilled stockpile objective, the urgency for 
acquiring the balance of the objectives, the current degree of world tension, 
etc. The amount of the call could be greater than the excess of current industrial 
requirements or it could be less. In the case of aluminum this procedure has 
been followed with reasonable success since the last quarter of 1953 and all 
during 1954. 

The fact that the call for the first half of 1955 happened to approximate two- 
thirds of the output of the facilities under contract would have been of no 
significance if our estimates of demand had been accurate, since there would 
have been enough left after the call to satify industrial need. In 1954, for 
example, we issued calls that were in excess of two-thirds of the output of the 
expanded facilities. These calls were met without causing any problems in the 
market or in any way limiting the amounts of aluminum available to the 
independents. 

Unfortunately, in one sense, actual demand for aluminum in the first half 
of 1955 far outstripped our estimates. This heavy demand coupled with a 
sharp increase in the price of secondary metal resulted in a severe shortage 
of primary metal. We promptly undertook the necessary steps to alleviate the 
shortage by reducing the amounts of the stockpile calls thus making more 
aluminum available to the independents. 

The foregoing, I believe, also answers your next two questions : 

Was the overcall made with the intent of depriving nonintegrated users of 
aluminum from the new facilities? 

Was the overcall made in ignorance of the possible effect it would have upon 
supplies of aluminum available to the nonintegrated users? 

Your next question on this point is— 

Or, was the overcall made in reliance upon the statistics from the Almag 
Division of BDSA, the Director of which is an executive of one of the primary 
producers, that were either calculated to produce, or accidentally produced, 
inequitable distribution of aluminum under the guaranteed marketing contracts? 

In arriving at its decision as to how much of a call to make for the stock- 
pile, the Office of Defense Mobilization relied on the recommendations of its 
delegate agency, the Business and Defense Services Administration, Department 
of Commerce. The latter, in turn, based its recommendation, in part, on data 
and advices which it received from the aluminum producers. I know of no 
evidence which would suppert the allegation that data submitted to the Govern- 
ment by the producers was calculated to bring about the conclusion you describe. 

I have noted your comment that the primary producers, unable to consume 
adequate amounts of metal in their own fabricating facilities, exercised their 

“put” rights in 1954 and dumped their excess metal on the Government. It is 
not quite correct to state that the primary producers exercised their put rights 
in 1954. The facts are.as follows: The usual procedure of estimating market 
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surplus supplies for each quarter was followed. The contracts provide that 
the Government call must be proportioned among the three producers in accord- 
ance with the estimated production of each from the new facilities during the 
period in question. It was known that the amount of aluminum in excess of 
market demands was not held in equal proportions by the three producers. In 
fact, Kaiser held a disproportional amount of the total. A stockpile call was 
issued for something less than the estimated surplus and proportioned among 
the three producers. The producers were then notified that the Government 
was prepared to purchase for stockpile any balance they might have in excess 
of the call. A substantial amount of aluminum was purchased but it was not 
put to the Government. In fact, put rights are not operable until the end of 
any particular period. Because of the large unfilled stockpile objective, we 
went ahead and purchased as soon as we found that it was surplus to the needs 
of the industry. 

I believe that I have already replied to the balance of your questions in my 
letter of July 12, 1955, which apparently crossed your most recent letter in 
the mail. 

Very sincerely yours, 
ARTHUR S. FLEMMING, Director. 


UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
July 21, 1955. 
Hon. SIDNEY R. YATES, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN YATES: Herewith you will find copies of my most recent 
exchanges of letters on aluminum which will keep your files up to date. 

With kindest regards, I am, 

Sincerely yours, 


JAMES BE. MURRAY. 


UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
June 14, 1955. 
Mr. CHADWICK F. CALHOUN, . 
Vice President, Kaiser Aluminum & Chemical Corp., 
Washington, D. C. 

Dear Mr. CaALHoun: Senator Murray is in Geneva, Switzerland, attending an 
international conference as United States delegate. I transmitted to him your 
letter of May 26, in which you indicate he has made suggestions and recom- 
mendations to the Director of the Office of Defense Mobilization based upon 
erroneous and misleading information. He has instructed me to say that you 
fail to point out specifically and in what respects his information was not correct 
and accurate. 

Do you take exception to his statement that your company has not distributed 
its share of stockpile forgiveness metal to the independent users? The Govern- 
ment’s testimony before the House Select Small Business Subcommittee indicat- 
ing Kaiser’s failure to comply with the Government’s letter of April 7 instructing 
you merely to comply with your guaranteed marketing contracts in distributing 
this metal would seem to support his statement. 

Kaiser’s alleged act of committing metal for sales to nonintegrated users in 
anticipation of reductions in stockpile requirements is not in keeping with its 
obligations under its contracts with the Government. Senator Murray knows 
the plight of the nonintegrated users and he wishes every proper step taken to 
alleviate their difficulties. However, he has instructed me to say that such 
anticipatory acts on Kaiser’s part are presumptuous, usurp the power of the 
Government, confuse the industry and are open to interpretation as attempts to 
mislead the independent users and the Government as to what disposition your 
company did, in fact, make of its share of the stockpile reduction. Kaiser is still 
obligated under its guaranteed marketing contract to comply with the Govern- 
ment’s letter of April 7, or return stockpile-forgiven metal to the stockpile. 

Mr. Rhoades’ remark to the House Select Small Business Subcommittee that 
returned stockpile-forgiven aluminum “will have to come from the metal we are 
furnishing to the nonintegrated users today” would appear to be an attempt to 
persuade the Government into permitting Kaiser to keep its share of stockpile 
forgiveness or be accused of taking metal from the nonintegrated users. 
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Any metal returned to the stockpile as a result of your company’s failure to 
comply with the Government’s letter of April 7 will belong to the nonintegrated 
users under ODM’s order of March 24 and the Government shall be obligated 
to distribute it to them. 

As to the rights of the independent users under the guaranteed marketing con- 
tracts, the Government testified before the House Select Small Business Subcom- 
mittee during its recent hearings that the primary producers “have a moral obliga- 
tion” not to substitute metal sold to them under the contraits for metal they would 
have otherwise sold to the nonintegrated users. Furthermore, the Government 
said that new production “was to be superimposed upon the industry” in such 
manner as to benefit the independent users. 

The Senator finds the very figures used by your general manager in testimony 
before the House Select Small Business Subcommittee last week, and requoted in 
your press release, to be deceptive and misleading. 

Mr. Rhoades stated: “Based on the present level of stockpile deliveries, our 
primary sales to nonintegrated users this year will be 210 million pounds, com- 
pared with 136,500,000 pounds for the year 1954.” The present level of your 
stockpile deliveries already indicates a stockpile forgiveness of at least 106 
million pounds this year—53 million pounds has already been forgiven in the 
first half of 1955. 

Mr. Rhoades further stated: “We are supplying 53 million pounds more pri- 
mary metal to nonintegrated users during the first two quarters of 1955, the 
period of the current stockpile call, than would have been possible without this 
relief.” 

By your own general manager’s words, without stockpile relief, your normal 
primary sales to nonintegrated users during 1955 would not include stockpile-for- 
giveness metal—106 million pounds. Therefore, the amount sold to noninte- 
grated users without such relief would be only 104 million pounds, or actually 
32,500,000 pounds short of what your company sold to them during 194. 

Senator Murray feels your company should not take credit for supplying non- 
integrated users with metal forgiven from the stockpile. To paraphrase Mr. 
Rhoades, as quoted at the end of your press release, he does not believe this is an 
excellent record, nor does he believe this refutes anything in his statement. 

Further examination of the figures you present plus other figures available 
to the committee from sources concerning whose reliability the Senator has not 
the slightest question, indicate that you are supplying nonintegrated users only 
with the difference between the primary aluminum your company produces and 
that which it can use in its own fabricating facilities. 

Senator Murray notes that the total capacity of your primary production 
facilities is approximately 800 million pounds per year and that your fabricating 
facilities have a rated capacity of approximately 600 million pounds per year. 
However, when your announced expanded fabricating facilities at Halethorpe 
and Ravenswood are completed, Kaiser will have fabricating capacity of about 
880 million pounds annually. In a press release early this week you announced 
that the capacity of your new fabricating mill at Ravenswood will alone be 
250 million pounds, bringing your fabricating capacity well into balance with your 
reduction capacity. 

Notwithstanding this situation within your own company, Mr. Rhoades stated 
that Kaiser is interested in selling aluminum to nonintegrated users and wants “to 
assist them in every way possible to continue to develop their sales of aluminum.” 

Your company seems to be heading perilously close to its position of 1948. At 
that time, according to letters from your eastern division sales manager, printed 
in the body of the hearings before a subcommittee of the House Judiciary Com- 
mittee studying monopoly power, 1951, at pages 318-319, Kaiser discontinued sale 
of ingot due to heavy demand of your own sheet metal facilities. You also said 
at that time you had no “insight” capacity for the production of pig and ingot. 

The 1949 Minerals Yearbook, published by the Bureau of Mines, showed that 
starting in 1948 your company entered the foil business, installed new rolling mill 
equipment and new equipment in its rod and bar plant, thereby increasing produc- 
tive capacity in the finished product end and minimizing by ratio the productive 
eapacity in the primary metal end. 
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What will your nonintegrated customers do for metal when your fabricating 
capacity again equals or exceeds that of your primary aluminum production 
capacity ? 

Will Kaiser prove its desire to “assist them in every way” by signing long-term 
contracts with their nonintegrated customers now or otherwise guaranteeing that 
you will meet their present requirements and their expanding requirements as you 
are meeting and plan to meet your own? 

Senator Murray heartily concurs with the expressions of Representative Celler 
in his letter to Mr. Flemming of May 31, 1955, that Reynolds’ and Kaiser’s actions 
must be checked if the intended assistance and protection for independents by the 
stockpile cutbacks is not to be frustrated, and that “Reynolds and Kaiser should 
not be permitted by a jumbling of statistics and technicalities to acquire the metal 
for their own purposes * * *.” 

Very truly yours, 
CHARLES A. Murray, Administrative Assistant. 


KAISER ALUMINUM & CHEMICAL CorpP., 
Washington 6, D. C., July 1, 1955. 
Mr. CHARLES A. Murray, 
Administrative Assistant to Hon. James E. Murray, 
Senate Office Building., Washington 25, D. C. 


DEAR Mr. Murray: This is in reply to your letter of June 14, 1955. 

We take justifiable pride in the job we have done and are doing to meet 
the aluminum supply situation. We are confident you and Senator Murray 
will agree with us upon a further review of the facts. 

In addition to serving 222 customers of pig, ingot and billet, it must not 
be overlooked or forgotten that we have 3,500 customers for aluminum in other 
processed forms of aluminum pig such as sheet, strip, plate, rod-bar-and-extru- 
sions. These customers are businesses dependent on these other forms of 
aluminum produced by us. They are an important segment of the economy 
and their interests should not be neglected. 

The record clearly shows that this company has consistently followed the 
policy of taking care of more than its share (on the basis of relative size and 
productive capacity) of the domestic primary aluminum, pig, ingot and billet 
market. We have done this as a matter of good business for the simple reason 
that we consider purchasers of primary aluminum, pig, ingot and billet to be 
desirable customers and we wish to serve this market. 

In 1950 when our first expansion program was contemplated we offered to 
all nonintegrated users of primary aluminum, pig, ingot and billet, 5-year con- 
tracts by which we would agree to furnish them with a percentage of their 
aluminum requirements. These contracts are particularly advantageous to 
our customers because the customer is obligated to purchase only a stipulated 
percentage of the amount of metal that he actually requires at the time, and 
if his business is down the customer is not required at any time to purchase 
more metal than he needs, yet when metal is in demand we agree to take 
eare of a stipulated portion of his requirements up to a specified maximum. 
The amount of latitude in these contracts is very substantial; as a typical 
example, we have agreed with a customer, whose average purchases are around 
30,000 pounds per month, to supply him up to 100,000 pounds per month if his 
requirements increase. 

In 1952 when we entered our second expansion program we again offered 
these contracts to pig, ingot and billet purchasers. These contracts were offered 
to all nonintegrated users and we do not believe that anyone who was in 
business at the time these contracts were offered can truthfully state that 
he did not have an opportunity to enter into such a contract with us. These 
contracts were based on the production from our expanded facilities and were 
intended to facilitate the distribution of a portion of the production from 
these faciltiies to the nonintegrated aluminum users. 


We have scrupulously lived up to these contracts during this period of 
shortage. 
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Further, we are supplying many other nonintegrated users who did not 
desire to enter into long-term contracts with us. The amount of primary 
aluminum, pig, ingot, and billet that we have sold each year has increased 
substantially and is as follows: 


Pounds Pounds 
11, 974, 000 89, 432, 000 
12, 045, 000 126, 320, 000 
10, 882, 000 136, 539, 000 
36, 581, 000 é (*) 
50, 397, 000 
1Prior to the advice we have now received that there will be no third-quarter stock- 
pile call, we have estimated that we would deliver 210 million pounds to nonintegrated 
users for the year 1955. ‘This estimate was based on the level of stockpile calls for the 


first 6 months of 1955. With the elimination of the third-quarter stockpile call, we now 


estimate that we will ship 190 million pounds to nonintegrated users during the first 
9 months of 1955. 


During the hearing held before Subeommitee No. 3 on Minerals and Metals 
of the Select Committee of the House of Representatives to Conduct a Study 
and Investigation of the Problems of Small Business, particular emphasis was 
placed on the problems of the aluminum extruders. In this connection, we 
desire to point out that since 1952 our pig and billet sales to extruders have 
increased from 3744 million pounds to 135 million pounds, annually, an increase 
of 360 percent. While the extruders may have had difficulty in obtaining an 
adequate supply of metal for their requirements, their difficulty is certainly 
not due to any lack of cooperation on the part of this company. 

Our basis of distributing aluminum pig, ingot and billet was set forth in our 
letter of June 9, 1955, in response to a specific question (No. 3) in a letter dated 
June 2 from Chairman Yates of the House subcommittee referred to above. Our 
answer was: 

“3. While historical patterns are weighed in every instance to determine the 
needs and justification for each customer’s demands we consider other factors as 
well. Our basic sales policy gives priority to the following considerations in 
order of preference : 

“(a) Holders of long-term requirements contracts for aluminum based on 
production from our expanded facilities up to the maximum specified in each 
eontract. (Our contracts permit considerable increase within the maximum 
specified over and above quantities purchased in 1954. See, however, reply to 
question 6. 

“(b) Customers who do not hold long-term contracts but have historically pur- 
chased a portion of their requirements from us and depend on us as a source of 
supply. 

“(c) Users who have not depended on us as a source in the past either by reason 
of being a new user or by reason of having previously purchased from another 
source. 

“(d) Consumers who currently desire to use primary aluminum on a substitute 
basis.”’ 

Aside from the contractual obligations under our Government supply contracts 
and as a matter of sales policy, we will supply to nonintegrated users for this 
year more aluminum pig, ingot and billet than the total of : 

(1) Our obligations under the Government supply contracts to offer pig, ingot 
and billet to nonintegrated users before stockpile relief ; 

(2) The amount of the stockpile relief; and 

(3) Our sales of pig, ingot and billet from our old facilities before our 
expansion. 

In your letter of June 14 you expressed concern that we will have less metal 
to sell to nonintegrated users by reason of expansion of our own fabricating 
facilities. 

Let us repeat first that we consider the aluminum pig, ingot and billet market 
a good market; we intend to serve this market and to continue to serve it. We 
have altogether, however, over 3,700 customers: Only 222 of these customers 
are pig, ingot and billet eustomers but our sales to this small group has increased 
600 percent since 1950. Our remaining 3,500 customers are likewise Small 
business enterprises ; we estimate 90 percent of these customers employ less than 
500 people. In addition, we serve many other small business concerns through 
our jobbers and distributors. All of these customers require aluminum and their 
requirements are likewise expanding. We would be derelict in our obligation 
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if we did not make adequate provision to take care of their needs as well as the 
needs of the purchasers of pig, ingot and billet. Since 1950 our expansion has 
been largely in the direction of added aluminum production but additional fabri- 
eating facilities are equally needed. Since 1950 our aluminum production 
capacity has increased 130 percent but our pig, ingot and billet sales, as previ- 
ously mentioned, have increased 600 percent. 

As the real demand for aluminum increases we have and intend to continue to 
expand both production capacity and fabricating capacity. Since 1951 we 
have not only built the new 400-million-pound-per-year reduction plant at Chal- 
mette but have added 2 additional lines to our Mead reduction plant at Spokane, 
Wash., and have expanded the capacity of our reduction plant at Tacoma. We 
now have immediate plans for some additional expansion of the Tacoma plant 
and have initiated a program for a new aluminum reduction plant and a new 
alumina plant. (See Wall Street Journal clipping attached. ) 

A great deal has been said during the past month with respect to the distribu- 
tion of metal made available by the stockpile relief. We have distributed all of 
this metal and more to nonintegrated users and I believe it would be helpful if 
we stated exactly what our obligations under these contracts are and what was 
actually done with respect to the metal made available by the so-called stockpile 
forgiveness. 

The supply contracts with the Government very clearly set forth the obligation 
of the company with respect to making metal available to the stockpile and to 
nonintegrated users from the expanded facilities, although, as previously stated, 
as a matter of policy we do not confine our sales to nonintegrated users to the 
amount that we are obligated to sell them under the supply contracts but have 
sold to nonintegrated users an additional amount at least equal to that sold from 
our old facilities prior to our expansion. 

Under the contracts, as amended, the Government may place a call upon us 
60 days in advance of each quarter for all or any portion of the metal to be 
produced from the additional facilities during the particular quarter in question. 
We are obligated to offer to nonintegrated users the difference between the 
amount of the Government call and two-thirds of the production from the fa- 
cilities for the quarter in question. In other words, if the Government calls two- 
thirds of our production.or more we are not obligated to offer any production 
from these facilities to nonintegrated users. If the Government calls for less 
than two-thirds of our production from these facilities we are obligated to offer 
the difference between the Government call and two-thirds to the nonintegrated 
users. If the Government does not make a call at all we are obligated to offer 
the entire two-thirds of our production from these facilities to nonintegrated 
users. The nonintegrated users, of course, are not obligated to purchase the 
metal and may or may not take it. 

With respect to the so-called stockpile forgiveness, we discussed the question 
of the amount of the stockpile call with ODM in January and February and on 
March 1 we received advice from ODM advising us that the second-quarter stock- 
pile call would be 18 million pounds less than anticipated and on March 11 
we were issued an order for the second-quarter stockpile call in the reduced 
amount. On March 24 a public announcement was issued by ODM stating that 
the combined stockpile calls for the first and second quarters would be further 
reduced. All of this occurred well before the letter from General Services 
Administration dated April 7. 

Continuity of supply is an important matter to all of our customers and it 
was, therefore, to their interest to increase our sales to them as soon as we 
received information of the stockpile reduction and we, consequently, made com- 
mitments as early as possible in order to make as much metal available to them 
at the earliest possible moment. After we had committed metal on the basis of 
the official advice received on March 1 and the actual order received on March 11, 
as well as the official announcement to the public on March 24, GSA, on April 7, 
asked us to sign a letter stating we would make the additional metal available 
by the reduction in stockpile call available to nonintegrated users in addition to 
commitments we had as of April 7. The April 7 letter covered the amount of 
metal made available by the announeement of March 1, as well as the announce- 
ment of March 24, and by April 7, we had already committed a large portion of 
this metal to nonintegrated users. Obviously, we could not agree to commit this 
metal a second time. 

After our position was explained to the appropriate Government officials 
the matter was straightened out and a mutually satisfactory letter was entered 
into covering the matter. 
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We believe it is important to also point out that in 1951 and 1952, upon receiving 
the contracts covering the expanded facilities, this company immediately pro- 
ceeded with the construction of the new facilities and our new plant was in initial 
production within approximately 10 months from the time the contract was 
entered into. 

The Government offered assistance to proposed newcomers for the production 
of primary aluminum presumably to increase the supply of primary aluminum 
for nonintegrated pig users. Although this assistance was first offered in 1952 
none of these proposed aluminum nonintegrated newcomers has yet constructed 
a plant. Had these companies with whom the Government negotiated for expan- 
sion of aluminum capacity proceeded with the same dispatch as this company, 
the present shortage of metal would have been largely alleviated. 

As further evidence of our policy of continuing to serve the pig, ingot, and 
billet market, we have been and are always prepared to discuss and negotiate 
long-term contracts with responsible purchasers to assure them a dependable 
supply of aluminum pig, ingot, and billet. 

If you have any further questions with respect to this matter, we would be more 
than pleased to discuss them with you and answer them to the best of our ability. 

Very truly yours, 
KaIser ALUMINUM & CHEMICAL Corp. 
Cuap F. Catnoun, Vice President. 


Unitep STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
July 13, 1955. 


Mr. ArtTHourR 8. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington 25, D. C. 


DeAaR Mr. FLEMMING: I have a letter dated May 25 from Edmund F. Mansure, 
Administrator of General Services Administration, responding in part to my 
letter to you of April 1. Mr. Mansure’s letter confirms my impression that 
loose administration of guaranteed marketing contracts between the Govern- 
ment and the three primary producers strengthens the dominant position of the 
primary producers over the nonintegrated users. I believe this is contradictory 
to the Government’s original intention to protect and aid the nonintegrated 
users through the avenue of these contracts. 

Mr. Mansure’s letter contains several statements inimical to the interests 
of the nonintegrated users and the Government’s intentions in their behalf. 

In paragraph 3 Mr. Mansure states: 

“Provision was not made for firm distribution rights devoting one-third of 
the new production to nonintegrated users, one-third to the national stockpile, 
and one-third to the contractor’s use or sale, since it was also contemplated, 
fand the contracts so provide, that the Government would have a call on the 
entire production from the expanded facilities.” 

This statement falls far short of answering my question as to why the non- 
integrated users were not given in the contracts a firm guaranty that they 
would receive one-third of the output of the expanded facilities. The total call 
is an emergency provision to enable the Government to take all the metal from 
facilities covered by the contracts in the event of a national emergency. 

The primary producers received a firm guaranty for one-third of the metal 
from the new facilities even though the contracts contained a total call provision. 
Therefore, I see no reason why the nonintegrated users could not receive a firm 
guaranty for one-third of the metal from the expanded facilities even though 
the call provision is in the contracts. Mr. Mansure’s letter makes it necessary 
for me now to ask, Why were not the nonintegrated users afforded the same 
treatment as the primary producers and given a guaranty for one-third of the 
output of the expanded facilities nothwithstanding the total call provision? 

Mr. Mansure also states in his letter: 

“These provisions concerning offers to nonintegrated users were designed to 
provide flexibility so that the Government can assure lower calls when the supply 
of metal is short and larger calls when the supply is more plentiful. 


1 Harvey Machine, one of those offered assistance, sold its interest in the Montana 
project to Anaconda Copper. It has been reported this company was also subsequently 
— om for anuther primary aluminum project. We do not know the status of this 
second project. 
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“In our opinion the two-thirds provision is more advantageous to the non- 
integrated users because, by limiting its own purchases, the Government can 
see that such users get up to two-thirds of the new production.” 

If the two-thirds provision is intended to be a flexible instrument operated 
by the Government in the best interests of the nonintegrated users, as Mr. Man- 
sure indicates, why was the Government’s stockpile call for the first half of 1955 
greater than two-thirds of the output of the facilities under the contracts? 

Colloquy between Hon. Sidney Yates and officials of the General Services 
Administration, during the recent hearings on aluminum before the House 
Small Business Subcommittee No. 3, established that the stockpile call for 
the first half of 1955 was, in fact, greater than two-thirds of the output of the 
expanded facilities. 

In explanation of how the stockpile call figure was determined, the Director 
of the Aluminum and Magnesium Division of BDSA testified before the same 
House subcommittee on May 23 that his estimate of aluminum consumption for 
1955, which he transmitted to you in March for your guidance in determining 
stockpile calls for the year, was predicated upon consultation with the primary 
producers. You, Mr. Flemming, made substantially the same statement to that 
subcommittee. During the same hearings the three primary producers told the 
subcommittee that demand for aluminum began to soar in the fourth quarter 
of 1954. 

In light of Mr. Mansure’s theory of flexibility, I am led to three possible con- 
clusions with regard to the stockpile overcall for the first half of 1955: Was the 
overcall made with the intent of depriving nonintegrated users aluminum from 
the new facilities? Was the overcall made in ignorance of the possible effect 
it would have upon supplies of aluminum available to the nonintegrated users? 
Or, was the overcall made in reliance upon statistics from the Almag Division 
of BDSA, the Director of which is an executive of one of the primary producers, 
that were either calculated to produce, or accidently produced, inequitable dis- 
tribution of aluminum under the guaranteed marketing contracts? 

The stockpile overcall, whatever the basis of it, left no metal available for 
independent users under terms of the guaranteed marketing contracts. It 
resulted in lessening competition for the primary producers from the noninte- 
grated users. At the same time, the primary producers were able to take care 
of increased consumer demand from their own fabricating facilities. In addi- 
tion, since the primary producers raised the price of aluminum pig 1 cent per 
pound in January, they reaped a benefit of something over $5 million in their 
sales to the national stockpile. 

Mr. Mansure indicated in his letter to me that the primary producers’ excess 
metal purchased last year by the Government for the national stockpile was 
“available for sale to nonintegrated user but had not been purchased.” However, 
the facts indicate that in the latter part of 1953 and for 9 months of 1954 the 
primary producers, unable to consume adequate amounts of metal in their own 
fabricating facilities, exercised their put privilege and dumped their excess metal 
on the Government. 

I note that Mr. Mansure offered no discussion of the put rights of the primary 
producers under the guaranteed marketing contracts. This is a serious omission 
since this right established an ever-ready, ever-normal market for the primary 
producers. Statistics gathered by BDSA, shown in the following tabulation, 
clearly indicate that in the period I am discussing the nonintegrated users’ re- 
quirements for metal increased while the primary producers’ requirements for 
metal decreased in this same period. The primary producers, therefore, were 
really disposing of metal excess to their requirements through their put rights: 

Total shipments of aluminum to military and civilian consumers: 1953, 3,211 
million pounds; in 1954, 3,010 million pounds. 

Shipments by nonintegrated fabricators: 1953, 409,508,000 pounds; in 1954, 
456,538,000 pounds. 
sine 1954 primary luminum production was up approximately 17 percent over 

In 1954 shipments by nonintegrated fabricators were up 11% percent. 

In 1954 shipments by Alcoa, Reynolds, and Kaiser decreased about 10 percent. 

With regard to the current situation, Mr. Mansure confirms the fact that 
only Alcoa has agreed to distribute to nonintegrated users its share of stock- 
pile forgiveness for the first half of 1955. Reynolds and Kaiser remain adamant 
in their determination to use this metal in their own fabricating facilities 
Mr. Mansure further states that to abide by the terms of the contracts and his 
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letter of April 7 he is negotiating with them. The Government has been over- 
lenient and cooperative with these two companies. This is not a time for nego- 
tiation with them, but a time for Government direction. There is no question 
whatsoever concerning the obligation of these companies and I expressed this 
in my letter of June 14, 1955, to Mr. Calhoun of Kaiser Aluminum & Chemical 
Corp., and the reply thereto dated July 1, 1955, copies of which I enclose here- 
with. I reiterate any metal returned to the stockpile as a result of the failure 
of Reynolds and Kaiser to comply with the Government's letter of April 7 
belongs to the nonintegrated users under your order of March 24 and the Gov- 
ernment is obligated to distribute such metal to them. 

You are charged with the responsibility of immediately directing into the 
hands of nonintegrated users all of the aluminum by which stockpile calls for 
1955 are reduced or will be reduced, in addition to deliveries and commitments 
entered into by the primary producers prior to the date of such reductions. 

In keeping with my previous correspondence with you on this matter, and 
particularly with regard to my letter to you of May 24, I urge that you make 
definite recommendations to the Attorney General in accordance with section 
708, paragraph (e) of the Defense Production Act which reads: 

“The Attorney General is directed to make, or request the Federal Trade 
Commission to make for him, surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, 
injure small business, or otherwise promote undue concentration of economic 
power in the course of the administration of this Act. The Attorney General 
shall submit to the Congress and the President within ninety days after the 
aproval of this Act, and at such times thereafter as he deems desirable, reports 
setting forth the results of such surveys and including such recommendations 
as he may deem desirable.” 

Please favor me with a copy of your communication to the Attorney General. 

Sincerely yours, 
JAMES E. Murray, 
Chairman. 


Texas ALumMINUM Co., INC., 
Rockwall, Tex., May 19, 1955. 
Representative StipNey R. YATES, 
Chairman Small Business Committee, 
Washington, D. C.: 

To eliminate the possibility of a misunderstanding that could arise from my 
testimony yesterday regarding the aluminum supply situation, I would like to 
add to my testimony the following: 

Alcoa is currently supplying us raw materials considerably in excess of the 
small historical purchasing pattern we have established with them. 


R. W. PICKENs, 
President. 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., November 29, 1955. 
Mr. George ARNOLD, 
Counsel, House Select Committce on Small Business, 
Subcommittee No. 8, House Office Building, 
Washington 25, D. C. 


Dear Mr. Arnotp: As requested by my secretary on September 30, the record 
on the aluminum hearings was to be kept open until I had compiled the material 
which I desired to be included in it. 

I am sending you herewith the letters which I had received from Miami firms 
on the subject, together with a letter our Florida delegation directed to the 
Director of the Office of Defense Mobilization, and request that you make this 
a part of the record of the hearings. 

Thank you for your courtesy. 

Sincerely yours, 
DANTE B. FASCELL, 
Member of Congress. 
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WARE LABORATORIES, INC., 
Miami, Fla., May 12, 1955. 
Hon. DANTA B. FASCELL, 
House of Representatives, 
Washington, D.C. 


DeaR CONGRESSMAN FASCELL: We are manufacturers of aluminum windows 
with all our manufacturing taking place at Miami, Fla. This is our sole business 
at this time. 

Last year we installed an extrusion press which changed our need for aluminum 
to billets from our former requirements for extruded shapes. Because of the 
fact that our buying pattern was changed from a type of aluminum, we experi- 
enced a severe shortage earlier this year, which necessitated reducing our pro- 
duction materially. This condition was relieved temporarily by the reduction 
in stockpiling by the Government of 150 million pounds for the second quarter 
of this year. Although we are not receiving sufficinet material to operate at 
capacity or at a rate sufficient to take care of the demands of our customers. 
This same condition is adversely affecting others in the south Florida area in 
similar types of business. 

The Aluminum Extruders Council has appealed to Defense Mobilizer Fleming 
to divert another 150 million pounds of aluminum from the stockpile for the 
second half of 1955, of which 75 million pounds would be earmarked for ex- 
truders, such as ourselves. 

It is the purpose of this letter to earnestly solicit your assistance in obtaining 
a release from the stockpile of 150 million pounds for the second half of 1955 
with 75 million pounds to be earmarked for extruders. We understand that a 
decision will be made later this month. 

We understand that in making this request, that it will not jeopardize this 
country’s military position as we believe the stockpile is adequate at this time 
and understand that a substantial amount of metal was stockpiled last year in 
excess of last year’s stockpiling schedule. We understand that this was in the 
neighborhood of 200 million pounds of aluminum but this figure is unconfirmed. 

This matter is of great urgency to our company and its employees as the 
amount of employment we are able to provide is directly related to the amount 
of metal that we will receive this year, and we are advised that the same condition 
exists with other companies if the area who are also dependent upon billets 
for their basic raw material. 

Thanking you in advance for any assistance that you are able to give us. 

Sincerely, 
WILLArp M. WARE, 
President. 


LUDMAN Corp., 
OFFICE OF THE PRESIDENT, 
North Miami, Fla., May 13, 1955. 
Hon. DANTE B. FASCELL, 
House of Representatives, Washington, D. C. 


DeaRk Str: Today, we sent you a telegram, as follows: 

“Aluminum Extruders Council has appealed to Defense Mobilizer Flemming 
to divert 150 million pounds of aluminum from stockpile for second half of 1955, 
with 75 million pounds earmarked for extruders. Decision is expected latter part 
of May. 

“Diversion of this metal from the stockpile and earmarking a portion for the 
extruders will serve the best interests of this country. More than 500 employees 
of this company are affected. Nationally, this involves thousands of employees 
engaged in the independent aluminum extrusion industry. Please look into 
this matter and lend your support to this proposal. Thank you.” 

This aluminum is not to be taken from aluminum already in the stockpile, 
but is only a part of the aluminum which the producers will supply to the stock- 
pile the second half of 1955. 

In order to facilitate the aluminum expansion programs, the Government com- 
mitted itself to purchase large quantities of aluminum over a period of years. 
This made the expansion program more desirable to the producers. In the 
meantime, the stockpile is growing, and it would be a distinct help to the alumi- 
num industry, if some of the metal, which is to go into the stockpile, is diverted 
to alleviate the present shortage. The amount of aluminum that has been stock- 
piled is undoubtedly far greater than could be absorbed in any short period, 
should an emergency occur. 
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There are many products which are made with aluminum in Florida. If 
aluminum is not available in this south Plorida area, it could have a serious 
effect on our economy. 

There is no aluminum produced in Florida, and none of the aluminum pro- 
ducers have extrusion facilities here. Therefore, all people engaged in aluminum 
extruding here, and those other industries dependent on them, are seriously 
affected during such a shortage. 

I would strongly urge that you look into this matter, and lend your support 
to any program which will benefit the aluminum extruders. 

Yours very truly, 


Max HorrMan, President. 


JONES SHUTTER PRODUCTS, 
Miami, Pla., May 24, 1955. 
Re your letter of May 23, in reference to aluminum shortage. 
DANTE B. FASCELL, 
Member of Congress, 
House Office Building, Washington, D. C. 


Dear Mr. FAscett: As you may know, we are considered a small user of alumi- 
num, with a possibility of around 200,000 pounds per year, and during the past 
few years, because of war conditions and material shortages, we have been hard 
pressed and practically put ont of business. 

We have recently looked at the future with some degree of optimism ; however, 
during the last 60 days, contracts that we have for our prefabricated product in 
which we use extrusions formed from our dies by a local extrusion company have 
been cut off because of their inability to obtain ingot. It has been necessary for 
us to use Alcoa sections at nearly three times the cost of our extrusions, which 
of course shows a considerable loss, which we cannot afford. 

We are sure that if our dies had been in the hands of Aleoa, Reynolds, or 
Kaiser, and had been willing to wait 2 or 3 months for delivery, they would have 
no shortage of ingot; therefore, we believe some method should be devised 
whereby small users of aluminum should have their share of supply obtainable. 

We wish you luck in your endeavor and appreciate your efforts in representing 
the people in the Fourth District of Florida. 

Very truly yours, 
HERBERT 8S. JONES. 


DENISON CorP., 
Miami, Fla., May 25, 1955. 
Hon. Dante B. FASCELL, 
Member of Congress, 
House Office Building, Washington 25, D. C. 


Dear Sir: We have at hand your memorandum of May 23, 1955 and certainly 
do appreciate your interest in the present problem of aluminum shortage, espe- 
cially for the smaller users of this material. 

In the past, under the controlled materials plan, we had many difficulties in 
obtaining aluminum, which greatly hindered the progress of our expansion and, 
therefore, definitely affects the general overall expansion of industry in the 
State of Florida. Whereas 5 years ago only 10 percent of the construction 
work in the country were using aluminum windows, today this figure is closer 
to 30 percent and is growing rapidly every day. We believe you will find that 
all Government specifications on new building consider only the use of alumi- 
num windows. 

Although our deliveries have been lengthened recenlty, especially on new 
sections and new models, we are getting as much extruded material as we 
require. However, we are setting up an extrusion press for our own require- 
ments and have recently released the press for production. Originally the 
press was scheduled for May or June delivery, but due to the extreme billet 
shortage, and since we could get no commitments from the prime producers, 
we were forced to delay acceptance of this press. At the present time the 
press is scheduled for installation in August and we do have a prime commit- 
ment for approximately one-fourth of our requirements. We have checked 
with three other major suppliers and thus far they have not been able to give 
us any assurance of material. Inasmuch as the cost of the building and equip- 
ment will be in the neighborhood of $300,000, we are placed in a precarious 
position due to the so-called shortage of aluminum billet. 
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From all information available, apparently one of the contributing factors to 
this shortage is the fact that the United States Government is allowing a greater 
percentage of scrap to be shipped outside of the country. If sufficient scrap 
were available, in addition to pig, much of the shortage would be alleviated. 
We understand, also, that another contributing factor is due to the construction 
of Alean Kittimat project and that the other large extruders would not go ahead 
with plans for similar projects, and now with the shortage, much of Alcan’s 
production is being placed abroad. We are certainly interested in what con- 
clusions are reached and we would appreciate any suggestions you may have. 

Yours very truly, 
E. L. DENIsonN, 
President. 


UNIVERSAL MeEtaL PropuUcts CorpP., 


Miami, Fla., May 26, 1955. 
DaAnTE F. FASCELL, 


Member of Congress, 
House Office Building, Washington, D. C. 

Dear Mr. FAscett, We have your letter of May 23 with the enclosed docu- 
ments relative to distribution of aluminum. 

As a manufacturer of aluminum products we buy from both the price sup- 
pliers and independent extruders. Like most of the smaller manufacturers in 
Florida it is not practical for us to own or our extrusion mills. We there 
fore buy our aluminum either in finished sheet or extended shapes. 

At present we are buying approximately 25 percent of our needs from Alcoa, 
and 65 percent from Revere. With the remaining 10 percent from other 
sources, 

On orders being placed today our suppliers are quoting deliveries during the 
month of August. These extended delivery dates make purchasing very dif- 
ficult. We have approximately 35 individual patterns of extruded aluminum and 
these pieces are not used in a direct proportion with each other and vary 
from month to month with the sales to the public. In placing orders 3 to 4 
months ahead we often find ourselves with a shortage or an excess inventory 
on certain items. It is very difficult for a small business to operate under 
these conditions. 

If more aluminum can be released to the independent manufacturers it should 
result in an immediate swing back to the normal 4- or 5-week delivery dates on 
extrusions. If this can be accomplished it would certainly be a great service 
to the small manufacturers of this area. 

Very truly yours, 


W. B. BroruHenrs. 


ADAMS ENGINEERING Co., INC., 


Miami, Fla., May 27, 1955. 
Hon, DANTE B. FASCELL, 


Member of Congress, 
House Office Building, Washington, D. C. 


My Dear Mr. Fascetyi: It was indeed gratifying to me to receive your memo 
on the problems of small business with reference to the procurement of supplies 
of aluminum. As you are no doubt aware, we are possibly the largest consumer 
of primary aluminum in Florida, and our requirements are approximately 10 
million pounds per year. 

We have had a great deal of difficulty in securing the material necessary to 
carry on our day-to-day operations. It seems unfortunate that the major pro- 
ducers have seen to it that they have a sufficient supply of aluminum for their 
fabricating facilities, and will sell very little primary metal. 

We have had a contract with one of the major producers whereby they are 
committed. to deliver to us a minimum quantity. of 200,000 pounds per month. 
They have held fairly well to this, but, when the release from the Goverument 
stockpile was ordered, we received no additional metal from this particular pri- 
mary producer. 

It is quite obvious that the primary producers have broken faith with the 
American people in that when the agreement for the expansion of aluminum pro- 
duction was made, they set aside one-third for their own production and let the 
independents get what was left over after the Government stockpiling plans were 
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met. This is probably the metal that we are now getting. I frankly believe 
that all of the primary metal that we had been receiving prior to this last increase 
in production is no longer forthcoming from the producers. 

I certainly think that the Office of Defense Mobilization should go back and re 
view the original guaranteed market contracts and see that one-third of this 
expanded production is reserved for independent users, and the balance divided 
between the stockpiling and the primary producers. 

Certainly the strength of this country lies in its ability to produce, and by throt- 
tling numerous manufacturing concerns, particularly in Florida, our economy and 
the defense effort must be jeopardized. 

Your letter to Mr. Fleming of May 18 was very much to the point. However, 
I do think that a permanent change should be made so that the independent pro- 
ducers don’t have to appeal to the Office of Defense Mobilization 3 or 4 times a 
year for metal necessary for survival. 

Again, let me thank you for your interest in the matter. I am certainly glad 
to see that our Representative is right on the job. 

With kindest personal regards. 

Sincerely yours, 
CHARLES SILVERS, President. 


LUDMAN Corp., 
OFFICE OF THE PRESIDENT, 
North Miami, Fla., May 28, 1955. 
Hon. DANTE B. FASCELL, 
House of Representatives, 
Washington, D. C. 


Dear DANTE: The entire aluminum industry here, as well as my associates 
and I, greatly appreciate your prompt attention to a matter of such great im- 
portance to this area. We believe that the good work which was done by you 
and your associates will be of benefit to the industry, which means so much to 
the growth of this State. 

The use of aluminum is increasing at such a rapid pace, that the matter will 
not be fully straightened out until aluminum-producing facilities are increased. 
Since aluminum is a critical material tied up with national defense, it will 
serve the best interests of this country, if enough aluminum-producing facilities 
are added so that the increased usage does not periodically cause serious 
shortages, 

The claims that are being made as to the overproduction of aluminum re- 
minds me of our Miami Beach hotels. You know how, over the years, after 
each big building year, people were concerned as to how the hotels were going 
to be filled. In spite of this concern, they continue to need more. While, in 
some instances, after a big building year, the facilities were more than ade- 
quate, this condition was always short lived for, by the following season, this 
area needed additional buildings. 

I know how busy you are with the many problems that come up in Wash- 
ington. Your keen analysis, which resulted in such prompt action, and your 
willingness to take the lead and enlist the aid of the rest of the Florida dele- 
gation was undoubtedly an important factor in the decisions which, we under- 
stand, were reached to aid the independent extruders. We hope that the deci- 
sion to aid the independents will result in our getting the additional aluminum 
which we need to help serve the industry here, and that, this time, the primaries 
will allot to the independents the full amount of the material which the Gov- 
ernment earmarks for the independents. 

The material which you sent here will be distributed to aluminum users in this 
area, 

Again, thanks very much. 

Sincerely, 
Max HorrMaNn, President. 


Wottrarp ArrcrArt Service EqQuIPMENT, INC., 
Miami, Fia., June 2, 1955. 

Hon. DANTE B. FASCELL: 

Member of Congress, 

House Office Building, 
Washington 25, D. C. 
Dear Mr. Fascett.: Thank you for your letters of May 23 and May 27 with 

regard to the distribution of aluminum. 
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We feel that you are doing a splendid job and making progress in this direc- 
tion and we are completely in accord with your plans. 

Our firm uses a large amount of aluminum but we have not experienced too 
much difficulty in getting what we require. However, we do know of the dif- 
ficulties forced upon some of the other manufacturers and do ourselves have 
an occasional spot where we are forced to do some tall hunting for special shapes 
or sizes. 

However, with your approach and patience we are certain you will prevail 
upon the Office of Defense and others to properly allocate all available aluminum 
and insure the full quota required by the Florida industries. 

My personal sincere good wishes for continued health and success in all your 
undertakings. 

Very truly yours, 
J. C. Wottarp, President. 


Rosert RUSSELL, ScRAP METALS, 
Miami, Fla., June 8, 1955. 
Hon. DANTE FASCELL, 
Member of Congress, 
House Office Building, Washington, D.C. 


Dear Sir: I wish to express my sincere appreciation for the efforts you and 
your associates have extended the independent users of aluminum. 

I have read the literature you sent me, and found it very enlightening. I am 
in aceord with you wholeheartedly, in that the economy of south Florida is 
definitely based on the amount of aluminum which is made available to this 
area. Without sufficient supplies we are dead ducks. 

Please continue your well-directed efforts toward attaining the amount of 
material so badly needed by this district. 

Very truly yours, 
ROBERT RUSSELL. 


MIAMI WINDOW CorpP., 
Miami, Fla., June 20, 1955. 
Mr. DANTE B. FAScELL, M. C., 
New House Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN: We wish to take this opportunity to thank you very 
much for the interest you have taken in helping the Florida aluminum industries, 
in the diversion of the first 150 million pounds of aluminum billets. We used 
to secure from the Aluminum Company of America an additional supply of 
approximately 170,000 pounds per month, but when the announcement was made 
the Kaiser Aluminum & Chemical Sales Co., who are supplying us with 360,000 
pounds per month, cut us back to 100,000 pounds per month. So in the overall 
picture we have received considerably less aluminum than we did before the 
diversion was made. 

As we can get no satisfactory explanation we were wondering if you could 
give us the answer. 

Thanking you and with best personal regards, We remain, 

Yours very truly, 
C. J. LENAHAN, 
Vice President and General Manager. 


CONGRESS OF THE UNITED STATES, 
House oF REPRESENTATIVES, 
Washington, D. C., May 18, 1956. 
Hon. ArTHur S. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington, D. C. 

Dear Mr. FLEMMING: The entire Florida aluminum industry has appealed to 
you to divert 150 million pounds of aluminum from stockpile for the second half 
of 1955, requesting that this amount be made available to independent users. 

We understand that a substantial amount of this metal was stockpiled last. 
year in excess of last year’s stockpiling schedule, and that diverting this amount 
will not jeopardize our country’s military preparedness program, 
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We point out that, historically, it is wise from a defense standpoint to main- 
tain the high production level, as well as the sound financial strength, of these 
independent users. In the event of a national emergency, these very concerns 
in all probability will be called upon to produce immediately extremely essential 
military needs. 

We further point out that a large percentage of our Nation’s finished aluminum 
products are now being manufactured in Florida. The continued high produc- 
tivity of these aluminum products is a must to the present and future economy 
of our State. 

It also must be noted that the large aluminwm producers have no extruding 
facilities in Florida and the Florida manufacturers, who combined represent a 
great portion of this all-important industry, must call upon these local extruders 
to supply their demand. 

It is, therefore, our well-considered opinion that you should immediately recog- 
nize this vital need and proceed immediately to divert the stockpiling of this 150 
million pounds of aluminum from the second half of 1955 to independent users, 
provided, of course, that such release is consonant with our military preparedness 
program. 

We further request that such time as you order diversion of this aluminum 
from the stockpile, you direct, as required under the two-thirds rule of the guar- 
anteed marketing contracts, that the entire 150 million pounds of aluminum be 
distributed to independent users, and further, that the distribution of said 
aluminum be supervised by the General Services Administration or any other 
appropriate agency designated by your office. 

Sincerely yours, 

Spessard L. Holland, United States Senator; George A. Smathers, 
United States Senator; Dante B. Fascell, Member of Congress; 
Robert L. F. Sikes, Member of Congress; Charles E. Bennett, 
Member of Congress; A. S. Herlong, Jr., Member of Congress; 
D. R. (Billy) Matthews, Member of Congress; James A. Haley, 
Member of Congress; Paul G. Rogers, Member of Congress; 
William C. Cramer, Member of Congress. 


DEPARTMENT OF JUSTICE, 
Washington, D. C., June 16, 1955. 
Hon. Sipney R. YATES, 
Chairman, Subcommittee No. 3, House Select Committee on Small Business, 
House Office Building, Washington, D. C. 


My Dear CONGRESSMAN YATES: This has reference to our discussions on June 
14, 1955, concerning your proposal to invite certain aluminum company represent- 
atives to meet jointly with members of your committee to discuss problems 
involved in the eurrent aluminum shortage. You inquired as to safeguards 
that would be appropriate to minimize the possibility that such meetings may 
result in violations of the antitrust laws. 

As I indicated to you earlier, meetings between competing companies, or com- 
panies producing and selling comparable products, often create a climate whereby 
agreements and understandings in restraint of trade may result. It is my under- 
standing, however, that you desire to have representatives of these aluminum 
companies confer jointly with your committee for the purpose of determining 
factors bringing about such shortages as may exist, and in connection therewith 
to determine the extent to which the provisions of certain supply contracts be- 
tween General Services Administration and primary aluminum producers are 
being observed. 

In these circumstances, in order to minimize the possibility of violation of the 
antitrust laws during, or as a result of, these meetings, it is suggested that you 
establish safeguards that would include the following. These safeguards have 
been adopted by the majority of executive departments and agencies in their 
conduct of their industry advisory committee programs. 

(1) The agenda for the meetings between the committee and the representa- 
tives of the private companies involved are to be initiated and formulated by the 
Government ; 

(2) Such meetings are to be held at the call of and under the chairmanship of 
full-time Government officials; 

(3) Full and complete minutes of each such meeting are to be maintained ; 

(4) The function of such a group shall be purely of an advisory nature and any 
determination of action to be taken is to be made solely by Government repre- 
:sentatives. 
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So long as the activities of these companies and their representatives in their 
meetings with your committee are carried on within these limitations, it is my 
view that these discussions can be carried on with the least possibility of anti- 
trust violation. I would suggest, however, that you make clear to the partici- 
pants in these meetings that the Department of Justice retains complete freedom 
to institute proceedings under the antitrust laws in the event any course of action 
resulting from such meetings is used to accomplish unlawful ends. 

Sincerely yours, 
STANLEY N. BARNES, 
Assistant Attorney General, 
Antitrust Division. 


JUNE 27, 1955. 
Mr. RicHARD PICKENS, 
Texas Aluminum Co., 
Rockwall, Ter. 


Deak MR. Pickens: The honorable Abraham J. Multer has referred your letter 
of June 21, 1955, concerning your testimony of May 18, 1955, before Subcommittee 
No. 3, to me for reply. 

I am submitting the information contained in the above-mentioned letter to 
Subcommittee No. 3, which as you know has been holding hearings on the alumi- 
num problems. 

Sincerely yours, 


Irvinc MANESs. 


Texas AtumMiNUMm Co., INc., 
Rockwall, Tezr., June 21, 1955. 


Hon. ABRAHAM J. MULTER, 
Chairman, Subcommittee No. 2, 
House of Representatives, Washington, D. C. 
DeaR Mr. Mutter: Reference is made to the attachment to your letter of 


June 6 regarding my testimony of May 18 to House Committee No. 3. I believe 
the best way to confirm this testimony is to forward, to your attention, the 


following telegrams and letters: 

1. Mr. H. W. Long’s (Commenwealth Extrusion Corp.’s) letter of March 7, 
1955, to Mr. Bert Inch, vice president, Kaiser Aluminum & Chemical Sales, Inc. 

2. Kaiser Aluminum Co.’s Mr. A. Ford Lovelace’s letter of March 18, 1955, 
to our Mr. H. W. Long. 

38. Kaiser Aluminum Co.’s cable of March 14, 1955, to their Puerto Rican 
representative. 

4. Foilwax’s (Reynolds Metals Co.’s) cable of February 18, 1955, to their Puerto 
Rican representative. 

5. Foilwax’s (Reynolds Metals Co.’s) cable of March 16, 1955, to their Puerto 
Rican representative. 

All of these cables and letters were in answer to Mr. Long’s letter orders of 
February 22, 1955. 

Even though there have been many other pieces of correspondence and a great 
many telephone conversations, as well as personal conferences with the three 
suppliers regarding the critical condition of Commonwealth Extrusion Corp.’s 
metal supply, these I believe are evidence enough to point out the following: 

Kaiser Aluminum Co., together with the Aluminum Company of America, 
advised you sometime in April that they were supplying us with a sufficient 
amount of pig for our operations in Puerto Rico. 

Mr. Lovelace’s letter of March 18 was in response to Mr. Long’s writing Mr. 
Bert Inch, vice president of Kaiser Aluminum & Chemical Sales, Inc., on March 
7, 1955, asking him why he was unable to procure pig aluminum from Kaiser, 
even though Mr. Inch had made a speech on February 14, 1955, in Houston, Tex., 
to the effect that there was plenty of aluminum for any real demand and that 
there was no danger of a shortage. 

Insofar as the 50,000 pounds per month that Kaiser had given us. as men- 
tioned in your letter of March 20, 1955, to Arthur Snow, I wish to advise that 
we have been emphatically and repeatedly told by all Kaiser representatives 
from Mr. Don Walker, head of their pig and ingot division, to Mr. Radin, their 
contact in Puerto Rico, that there is, under no condition, any metal available 
for our Puerto Rican operation. I have checked this personally with Mr. Radin, 
Mr. Walker and Mr. M. W. Foster, their Dallas, Tex., representative, and have 
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received the same “stock’”’ answer that there is no metal whatsoever available 
in the foreseeable future. 

It is true that Kaiser’s release of a Puerto Rican company’s scrap contract 
allowed us to pick up approximately 60,000 pounds of aluminum scrap, a portion 
of which was segregated. In my opinion, it is not possible to think of starting 
an extrusion plant using this as raw material. 

Insofar as our Reynolds Metals order placed from Puerto Rico, it was placed 
by letter on February 22, 1955, with their Puerto Rican local agent in response 
to their cable of February 18, which is attached. Then on March 16, 1955 (cable 
attached), a cable was sent their representative from the Reynolds export 
division, Foilwax, to the effect that they could not accept the 100,000 pound order 
for March or the 40,000 pound order for April. I considered this cable a can- 
cellation of these orders. However, it is very possible that it is being held 
in abeyance for later consideration. I cannot state whether negotiations that 
took place betwen February 1 and February 22, 1955, were of such a nature 
as to give them reason to cancel our order of that date. If these negotiations 
were of such a length and were of such serious nature, we have nothing in our 
files to so indicate. 

Any way you take it, we have placed orders with the three American suppliers 
and we have been turned down by both Reynolds and Kaiser. From the close 
contact I have with Reynolds export division in New York and the Kaiser 
pig and ingot division in Chicago, having talked with them several times about 
our Puerto Rican predicament, I cannot see, by any stretching of the imagination, 
how anyone can possible feel that we have not attempted to obtain the neces- 
sary raw materials for our Puerto Rican operation. 

I can go into great length, giving dates, times and places, but I feel that the 
most important thing is to point out that we still are without metal and have a 
plant in Puerto Rico ready for operation that is not operating. 

If there are any further questions, I plan to be in Washington on June 27 
and will be happy to answer them in person. 

Very truly yours, 
R. W. Pickens, President. 


Marcu 7, 1955. 
Mr. Bert INCH, 
Vice President, Kaiser Aluminum & Chemical Sales, Inc., 
Oakland, Calif. 


Dear Mr. INcH: For some time I have been attempting to purchase aluminum 
ingot and pig from the Kaiser representatives here in San Juan, Connell Bros. 
Co., Ltd., and their reply has been a direct quotation from the Kaiser Aluminum 
Co., that there is no pig available at this time. I see by the February 16 issue 
of the American Metal Market which quotes you having made a speech in Hous- 
ton, Tex., to the effect that Kaiser Aluminum can supply all of the real fabricat- 
ing requirements at the present time. 

This is an exact reversal of the information I have been receiving here in 
San Juan and coupled with the fact that it is contrary to the reports I have 
been sending to my principals in Texas, I feel that I should request a letter 
from you at your earliest convenience clarifying this situation. 

Very truly yours, 
COMMONWEALTH ExtTRUSION Corp., 
H. W. Lone, Plant Manager. 


KaAIseR ALUMINUM & CHEMICAL SALEs, INC., 
Oakland, Calif., March 18, 1955. 
Mr. H. W. Lone, 
Plant Manager, Commonwealth Extrusion Corp., 
Luchetti Industrial Division, Bayamon, P. R. 


Dear Mr. Lone: This is in reference to your letter of March 7 to Mr. Bert 
Inch which in his absence has been referred to me by his office for acknowledg- 
ment. 

Our export department as well as our Dallas office have advised me of your 
progress in Puerto Rico and I am happy that your organization has made such 
rapid progress in setting up production facilities and that you are now ready 
to go into production. 
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I wish that I could give you a clear picture of the aluminum demand and 
supply situation as it exists today; however I am sure you have been advised 
by not only Mr. Pickens but by Connell Bros. in Puerto Rico, that the present 
situation, to say the least, is confused and far from clear. We again find our- 
selves today at one of the market peaks with the demand for all aluminum prod- 
ucts at a comparatively heavy rate. However, the demand for prime metal 
(that is, pig, ingot, and billet) is far surpassing that for semifabricated products. 

To a large extent this increased demand for prime metal is a result of an 
increasing level of economy not only in this country but in Europe as well. In 
addition, because of the increase in automotive production the demand for sec- 
ondary ingot today is at a level that has forced the price for this product to 
such levels that many normal secondary users are now attempting to purchase 
prime metal. In addition to this stimulus and as is usual under market condi- 
tions such as these, there has been a certain amount of speculative buying which 
is extremely difficult to sift out from the real demand. 

We, as a result of the accumulation of these factors, are now in a position 
temporarily where we cannot accept orders for prime metal from new customers 
nor meet the additional requirements of our old customers beyond their historical 
purchasing pattern. We continue to feel that the industry can supply all of the 
real fabricating requirements of our customers on a long-range basis; however, 
as I have indicated previously we have again found ourselves at one of the 
peak market periods. 

I sincerely hope that when in the near future the dust of the present situa- 
tion will have cleared to an extent that we can not only offer metal to new 
customers but additional metal to our old customers commensurate with their 
increased requirements. 

Thank you for having directed your thoughts and questions to our attention. 

Very truly yours, 
A. Forp LovELACE, 
Assistant Sales Manager. 


(ee 


OAKLAND, Cauir., March 14, 1955. 
Lieutenant CoNNELL, San Juan, P. R.: 


B025/KC403 Commonwealth Extrusion despite your urgent plea and our 
fullest intent to cooperate entertaining inquiries or acceptance orders pig ingot 
presently impossible will advise immediately if and when availability improves. 


KAISERALUM, 


New York, N. Y., February 18, 1955. 
Lieutenant Roppou, San Juan, P. R.: 

Recab Commonwealth due delay reply our cab 16. Present indication of best 
shipment is late March or early April. Cannot assure final acceptance right now, 
however urge customer send us firm order immediately and we will do utmost 
secure final acceptance and earliest possible shipment soon as we can. Ingot 
supply situation extremely bad and worsening daily. Advise also regarding 
further quantities for April, May, June. Urgent customer follow same pro- 
cedure as above, reply urgently. 

FOILWAX. 


New York, N. Y., March 16, 1955. 
Lieutenant Roppou, San Juan, U. R.: 

For Farias Luisville has wiped us out of ingot for present. Cannot accept 
anything from Commonwealth not even 100,000 March or 40,000 April. Break 
news to Commonwealth as best you can and tell them will do utmost get them 
some if and when available. Too bad Bruce. 

FOILWAX. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., June 15, 1955. 
Hon. JAMEs E. MURRAY, 
United States Senate, 
Washington, D. OC. 


Dear SENATOR MurRAY: This will acknowledge receipt of your letter of May 24 
as well as that dated June 6 sent forward by your executive assistant, both ad- 
dressed to Mr. Arthur S. Flemming and raising further questions in connection 
with adjustments in the Government’s “calls” of aluminum for the national stock- 
pile issued under market guaranty contracts. You have also raised certain 
questions relative to the provisions of these contracts with particular reference 
to the distribution of the aluminum produced thereunder among the various 
segments of the economy. 

We are compiling the data necessary to reply in full to your questions. As 
soon as this is completed we will send the information to you. 

Sincerely yours, 
W. S. Froyp, 
Assistant Director of ODM for Materials. 


UNITED STaTEs SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
June 6, 1955. 
Hon. Stpney R. YATES, 
Chairman, Subcommittee No. 3, Select Committee on Small Business, 
House of Representatives, 
Washington, D. C. 

DEAR CONGRESSMAN YATES: Senator Murray is in Geneva, Switzerland, at- 
tending an international] conference as United States delegate, and in his absence 
I am acknowledging your letter of May 31. 

I am sure the Senator will be pleased at your reaction to his letter of May 24 
and that it will be inserted in the record of your proceedings. 


Senator Murray has asked me to transmit to you a copy of Mr. Flemming’s 
answer to his letter of May 3, together with our answer thereto. 
With best regards, I am 
Sincerely yours, 


CHARLES A. MURRAY, 
Administrative Assistant. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR. 
Washington D. C., May 24, 1955. 
Hon. JAmMes FE. Murray, 
United States Senate, 
Washington, D. C. 

DeaR SENATOR Murray: This will acknowledge your letter of May 3, 1955. 
You ask by what directive to General Services Administration, the agency 
charged by Executive order with administering the guaranteed marketing con- 
tracts, or to any other Government agency, has the Office of Defense Mobiliza- 
tion protected the rights and interests of the nonintegrated aluminum users by 
guaranteeing that the additional aluminum available for industrial use as a 
result of the cancellation of proposed stockpile purchases will be made available 
for sale to them by the primary producers. 

The reply to your question is that no directive was issued by the Office of 
Defense Mobilization for the reason that in the opinion of my general counsel 
the rights of the nonintegrated users are set forth very clearly in existing con- 
tracts between the producers and the Government. 

As you pointed out in your letter, the guaranteed market contracts between 
the Government and the primary aluminum producers provide that two-thirds 
of the production of primary aluminum covered by the contracts, less the quan- 
tities purchased by the Government, must be made available by the primary 
producers for sale to the nonintegrated users. 
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Accordingly, when the Office of Defense Mobilization directed the General 
Services Administration to reduce its acquisition of aluminum for the stockpile 
by 150 million pounds in the first 6 months of 1955, the primary producers were 
obligated by contract to make additional aluminum available to the noninte- 
grated users unless deliveries already arranged were sufficiently in excess of 
contract obligations as to cover the increment. 

In carrying out its responsibilities for administering procurement contracts, 
the General Services Administration receives periodic reports as to the distri- 
bution of all aluminum produced in facilities covered by the guaranteed market- 
ing contracts to assure that nonintegrated users receive the amount of aluminum 
which the primary producers are contractually obligated to deliver to them. 
Thus far it appears that the primary producers have provided nonintegrated 
users with primary aluminum in amounts in excess of those called for by the 
contracts. 

Sincerely yours, 


ArtTHour §S. Fremmine, Director. 


Untrrep States SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
June 6, 1955. 
Mr. ArtHur S. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington 25, D.C. 

Dear Mr. FitemMMinG: Senator Murray is in Geneva, Switzerland, attending 
an international conference as United States delegate, and I have communicated 
with him about your letter of May 24 in answer to his of May 3. We have now 
exchanged five letters on the current primary aluminum shortage for inde- 
pendent users and your recent order deferring aluminum shipments to the 
stockpile. The Senator recognizes that you have only recently received his 
latest letter. However, he considers that your answers to date have been 
unseemly brief and almost totally nonresponsive. 

In his initial letter to you dated April 1, he pointed out that a deception was 
perpetrated in the writing of the Government guaranteed marketing contracts. 
This resulted in a travesty on the original intent of these contracts which sought 
in part to assure additional supplies of primary aluminum for nonintegrated 
users. Your failure to comment on this statement leads him to believe that 
you share this view. 

You provide no answer to question No. 1 of Senator Murray’s April 1 letter 
which asked whether the Government knows if the provisions of the guaranteed 
marketing contracts are being carried out by the primary producers. He as- 
sumes, therefore, that you do not know whether these provisions are being en- 
forced. 

You indicated, in answer to question No. 2, that the General Services Adminis- 
tration is responsible for administering the guaranteed marketing contracts. 
Senator Murray wants to know who in GSA determines policy matters con- 
cerning equitable distribution of aluminum under these contracts. 

In answer to the Senator’s question No. 3 of April 1 regarding steps taken by 
GSA to assure equitable distribution of aluminum under the contracts and in 
answer to his question of May 3 asking specifically what directive action ODM 
took to protect the rights and interests of the nonintegrated aluminum users, 
you indicate that no directive was issued because in the opinion of your Gen- 
eral Counsel, “the rights of the nonintegrated users are set forth very clearly 
in existing contracts between the producers and the Government.” 

The testimony of the three primary producers on Tuesday and Wednesday 
of this week, May 24 and 25, before House Small Business Subcommittee No. 3, 
belies the clarity which you contend exists in these contracts. Each of these 
primary producers appears to have a separate and different view of the rights 
of the nonintegrated users under these contracts. 

Mr. Richard S. Reynolds, Jr., president of the Reynolds Metals Co., told the 
subcommittee, “Our primary reason for producing pig was to provide our own 
fabricating plants with raw material.” He also told the subcommittee, “We 
are fabricators and merchants, we went into the business for that purpose, not 
to supply other people aluminum.” 

Reynolds does not consider itself a supplier of aluminum pig notwithstanding 
requirements of the guaranteed marketing contracts that they sell primary 
aluminum to independent users. Has it been Reynolds’ intention not to live up 
to their contracts with the Government? 
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In 1951 the same Mr. Reynolds, testifying before a subcommittee of the House 
Judiciary Committee, studying monopoly in the aluminum industry, testified, 
“But let me point out we went into the aluminum production not to supply 
ingots: we went in as having a source of raw material for our own fabricating 
plants. We have fabricating plants that can fabricate twice as much alum- 
inum as we can produce.” 

Either Reynolds’ representation that it would supply aluminum to independent 
users under a guaranteed marketing contract was not true, or the contract 
was given to Reynolds by the Government irrespective of Reynolds’ disavowal 
of intention to live up to the contract. 

The benefit of the Nation’s credit was extended to Reynolds to support its 
own credit to enable the company to build facilities to produce additional pri- 
mary aluminum. Either they obtained the benefits of Government aid by trick 
and device, or it was forced upon them by a Government agency that knew in 
advance that the company would not live up to the guaranteed marketing con- 
tract. 

The General Counsel of GSA, testifying before the House Small Business 
Subcommittee No. 3 on May 23, told the subcommittee the primary producers 
have a moral obligation to sell primary aluminum produced from facilities 
covered by these contracts to the nonintegrated users. Does this moral right 
flow from the contract? 

In light of these varying versions of the obligations of the primary producers 
under these contracts, Senator Murray insists on having your counsel’s views 
on the rights and obligations of all parties to the contracts. This should not be 
too difficult to detail if the contracts are as clear as your counsel tells you they 
are. 

Irrespective of any revival of the third round of primary aluminum expansion 
which seems presaged by recent announcement in the press that two companies 
have made proposals to enter the primary production field, Senator Murray 
wants a prompt and detailed answer to all the foregoing. 

Sincerely yours, 
CHartes A. Murray, Administrative Assistant. 


May 31, 1955. 
Hon. JAMES E. MurRRAY, 


United States Senate, 
Washington 25, D.C. 


DeAR SENATOR Murray: Thank you very much for your fine letter of May 24, 
1955, which will be inserted in the record of the proceedings of our Subcommittee 
No. 3, consisting of myself, as chairman, and Hon. Tom Steed and Hon. Timothy 
P. Sheehan, members, on the current shortage and long-range problems in the 
aluminum industry. 

The subcommittee will give its most serious consideration of your proposed 
remedies. We intend to have further staff investigations and future hearings 
on the advisability of new expansion in the aluminum industry. 

Sincerely yours, 
Sipney R. YAtTEs, 
Chairman, Subcommittee No. 8. 


UNTTED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSUAR AFPATRS, 
May 24,1955. 
Hon. Stpnry R. YATES, 
House of Representatives, 
Washington, D.C. 


DEAR CONGRESSMAN YATES: I am herewith transmitting copies of my corre- 
spondence with Arthur Flemming, Director of the Office of Defense Mobilization, 
including my most recent letter, with reference to the current aluminum shortage. 
In view of your subcommittee’s hearing on aluminum, I trust these letters will be 
of interest to you, and that you may wish to insert them into the record of your 
proceedings. 

May I point out that although permanent solution to recurring aluminum short- 
ages lies in full use of Government aids available under the Defense Production 
Act of 1950 to bring new independent primary producers into the industry, I have 
suggested in my latest letter to Mr. Flemming that he request the Attorney Gen- 
eral to broaden the Justice Department’s antitrust action against Alcoa to include 
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Reynolds and Kaiser. I also suggest that he request the Attorney General initiate 
action to divest Alcoa, Reynolds, and Kaiser of their fabricating facilities. 
It may well be that your subcommittee w‘" wish to consider these proposed 
remedies as part of its report. 
Sincerely yours, 
JAMES E. Murray, 
United States Senator. 


Unirep Srates SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
May 24, 1955. 
Mr. ArtrHur S. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington, 25, D.C. 

Dear Mr. FteMMine: I have further reference to my letters to you of April 
1 and May 3 concerning your order of March 23, 1955, reducing the Government’s 
stockpile purchases by 150 million pounds; its effects upon the aluminum indus- 
try and distribution of primary aluminum under the guaranteed marketing 
contracts. 

I pointed out to you in my letter of April 14 that aluminum released from a 
stockpile obligation by your order should under the guaranteed marketing con- 
tracts, be distributed by the primary producers to the independent aluminum 
users. According to information I have received, the Reynolds Metals Co. and 
the Kaiser Aluminum & Chemical Corp. have not distributed their share of 
stockpile forgiveness metal to independent users as required under their contracts 
with the Government. I am also advised that Alcoa, in view of the Government’s 
pending antitrust suit against it in the United States District Court for the 
Southern District of New York, has agreed to so distribute its share of this metal. 

I also indicated to you in my letter of April 1 that the three primary producers 
have been consistently violating the intent of their guaranteed marketing con- 
tracts issued under the Defense Mobilization Act of 1950 in their distribution 
of aluminum to independent users. 

Instead of supplying the independent users with the metal they are required 
to sell to them from production plants covered by these contracts, the primary 
producers have sold independent users a combination of metal from new facilities 
constructed and operated under the contracts with metal produced from older 
plants which existed prior to those built under contracts. 

The independents, under the intent of the Government’s expansion programs, 
are entitled to their supply of metal from precontract facilities irrespective of 
production from contract-covered facilities. Furthermore, the independents 
are entitled to metal from the contract facilities, separately from other metal. 

As distribution from the primary producers stands now, the independent users 
are getting 2 half loaves put together to look like 1 loaf when actually they 
should be receiving 2 full loaves. 

Any doubt as to this practice may be dispelled by a recent letter printed in 
the public press from Marion Caskie, an employee of the Reynolds Metals Co., 
to Hon. Emanuel Celler. Figures presented by Caskie to Congressman Celler 
plus figures presented by Reynolds in testimony before a subcommittee of the 
House Judiciary Committee in January and February of 1951 show that Reynolds 
has shortchanged independent users by more than 65 million pounds of aluminum 
in the first 8 months of 1955. (See attached memorandum.) 

In view of the foregoing, and since the pending action against Aleoa has 
apparently influenced that company to meet its obligations under the guaranteed 
marketing contracts, I suggest that you request the Attorney General to institute 
antitrust investigation and action against the Reynolds Metals Co. and Kaiser 
Aluminum & Chemical Corp. I suggest also that you ask the Attorney General 
to petition the United States District Court to keep its decree against Alcoa open 
for an extended period so that jurisdiction may be maintained over this company. 
Some thought should also be given to broadening the action against Alcoa to 
include Reynolds and Kaiser. 

I further suggest that in order to alleviate recurring aluminum shortages, you 
request the Attorney General to take action to force divestiture of Alcoa’s, 
Reynolds’, and Kaiser’s fabricating facilities from their production facilities. 
Such divestiture would enable primary aluminum producers to serve fabricators 
instead of competing with them. 
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Precedent for such action can be found in the Justice Department’s action 
against motion-picture producers which resulted in a Federal court decree 
ordering the producers to divest themselves of their motion-picture distribution 
and exhibition companies. 

I believe that suggestion should also be made by you to the Attorney General 
that action should be considered against Reynolds and Kaiser for breach of their 
guaranteed marketing contracts with the Government. The Government must 
undertake to remedy the distribution of metal under these contracts since by 
language in these contracts, the beneficiaries, i. e., the independent users, are 
unable to enforce their rights under the contracts. 

Please be advised that I shall send a copy of this letter to the Attorney Gen- 
eral. I shall also send a copy of this letter to Hon. Sidney R. Yates, chairman 
of Subcommittee No. 3 of the House Small Business Committee, currently con- 
ducting hearings on the aluminum situation. I shall ask that he incorporate my 
correspondence on this matter with you in the record of the hearings and explore 
these points in the course of the hearings. 

I also call to your attention that there is an apparent shortage of aluminum, 
and that the third round of aluminum expansion was terminated without achiev- 
ing its goal. Since under Executive Order No. 10574 of November 8, 1954, the 
Department of Interior was made responsible for development of programs for 
expansion of our domestic aluminum production, this matter falls under the 
purview of the Senate Interior and Insular Affairs Committee, of which I am 
chairman. I shall seriously consider a thorough investigation of the entire 
aluminum situation. 

Sincerely yours, 
JAMES BE. MuRRAY, 


United States Senator. 
MEMORANDUM 


Subject : Letter dated May 2, 1955, from Marion M. Caskie, Reynolds Metals Co., 
to Hon. Emanuel Celler. 

According to the above-referenced letter Reynolds will have sold 104 million 
pounds of aluminum to nonintegrated users during the first 8 months of 1955. 
This according to the letter is “considerably more over and above its contract re- 
quirements than it gained from the recent stockpile take” (41,120,000 pounds). 

The following figures demonstrate that Reynolds will have sold 65 million 
pounds less than required to independent users. 


Reynolds should have sold independents from 1950 precontract fa- Pounds 
cilities for 1st 8 months, 1955 +79, 688, 000 
Reynolds sales to independents required by contracts ist 8 
months, 1955 
Reynolds should have sold stockpile forgiveness to independents, 
1st 6 months, 1955 


1 Hearings before Subcommittee on re, Power of Committee on the Judiciary, 
House of Representatives, January, February 1951, p. 862. 
2 Caskie’s letter, May 2, 1955, to Hon. Emanuel Celler. 
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UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
May 38, 1955. 
Mr. ArTHUR 8. FLEMMING, 
Director, Office of Defense Mobilization, 
Executive Office Building, Washington 25, D. C. 

DeaR Mr. FLEMMING: I have your letter of April 14 and find it an inadequate 
response to my inquiry of April 1 for the following reasons: 

I do not believe delegation of the administration of market-guaranteed con- 
tracts to General Services Administration by Executive Order 10480 relieves 
you as Director of ODM of your obligations and responsibilities under the De- 
fense Mobilization Act as regards the Government stockpile in general and 
stockpile aluminum in particular. 

It was by your order of March 23, 1955, that primary aluminum producers 
were permitted to reduce their shipments to the stockpile by 150 million pounds 
in the first 6 months of 1955. 

I understand that under the guaranteed marketing contracts, two-thirds of 
the production of primary aluminum covered by the contracts, less the quantity 
purchased by the Government for the stockpile, should be made available by the 
primary producers for sale to nonintegrated users. It is further required that 
notice of the offer of such aluminum shall, under the contracts, be appropriately 
published. 

The aluminum released by you from shipment to the stockpile should, by the 
terms of these contracts, be made available for sale to the nonintegrated alumi- 
num users. It was not sufficient for you to merely direct forgiveness of the 
stockpile shipments. It was necessary for you thereafter to assure that the 150 
million pounds of aluminum released to the primary producers be distributed 
to the nonintegrated users. 

I therefore ask: By what directive to General Services Administration, the 
agency charged by Executive order with administering the guaranteed market- 
ing contracts, or to any other Government agency, have you protected the rights 
and interests of the nonintegrated aluminum users by guaranteeing that they 
will have the forgiven stockpile aluminum made available for sale to them by 
the primary producers? 

I would also like to know if your legal counsel advised you of the rights and 
responsibilities of all the parties involved. If so, I would like a copy of any such 
advice. If you were not so advised, I would now like the benefit of such advice 
from your legal counsel. 

I would appreciate the pleasure of a prompt reply at your earliest convenience. 

Sincerely yours, 
JAMES E. MuRRAY, 
United states Senator. 


EXEcUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR, 
Washington 25, D, C., April 14, 1955, 
Hon. JAMEs E. Murray, 
United States Senate, 
Washington 25, D. C. 


DearR SENATOR Murrkay: This will acknowledge your letter of April 1 stating 
that the independent users of aluminum are finding it increasingly difficult to 
obtain their requirements of primary metal from the producers, and requesting 
information in reply to a series of questions related to the rights and obligations 
of the primary producers and the independent fabricators under the market 
guaranty contracts with the Government. You have also requested copies of 
all such contracts now in force between the Government and the producers. 
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In view of the fact that your questions relate primarily to the contractual 
responsibilities set forth in the market-guaranty contracts, and since the ad- 
ministration of these contracts has been delegated to the General Services Ad- 
ministration under the provisions of Executive Order 10480 of August 15, 1953, 
1 am taking the liberty of transmitting your letter to Mr. Edmund F. Mansure, 
Administrator of GSA, for appropriate reply. 

I am quite certain that Mr. Mansure can supply the desired information and 
sincerely trust that our action will meet with your approval. 

Sincerely yours, 
ARTHUR 8S. FLEMMING, Director. 


UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
April 1, 1955. 
Mr. ARTHUR S. FLEMMING, 
Director, Office of Defense Mobiliation, 
Exeoutive Office Building, Washington 25, D. C. 

DeAR Mr. FLEMMING: Recurring stories in the press and private advices to me 
indicate a current or imminent shortage of primary aluminum in the United 
States. According to information I have received, the three primary aluminum 
producers in the United States took 83 percent of their entire primary aluminum 
production in 1954 (all the aluminum produced in this country in 1954) for their 
own use either in their own fabricating and sheet facilities or for sale to the 
Government stockpile. The 4,000 independent pig and ingot users in the United 
States, who sell their products in competition with the 3 primary producers, 
received only 17 percent of the total domestic primary aluminum production. 

As this is written, the independent users are finding it increasingly difficult 
to either place spot orders for primary aluminum with the primary producers 
or to get acceptances for orders placed with the primary producers earlier this 
year or in 1955. 

Since the Federal Government, through administrative agencies operating 
under the Defense Production Act of 1950 has repeatedly gotten into the field 
of aluminum, to assure the Nation increased primary aluminum capacity, it 
now seems necessary to examine Government activity in this field to determine 
whether its actions under established Federal policies have fulfilled the goals 
of those policies. 

In inducing primary aluminum producers to expand their production ca- 
pacities by extending to them accelerated tax amortization, guaranteed market 
contracts, and, in some cases, loans and loan guaranties, it was the twofold 
intention of the Government to (a) increase the Nation’s ability to produce 
primary aluminum; and (0) assure that substantial additional quantities of 
primary aluminum would become available to independent users from the ex- 
panded production capacity. 

To achieve the second of these two goals, the Government originally planned 
to write the guaranteed market contracts with distribution clauses reserving 
one-third of the production from the expanded capacity for sale to the independent 
users, one-third for the use of the prime producers, and one-third for sale by the 
prime producers to the stockpile. The contracts were intended to provide sepa- 
rate sources of primary aluminum from the new capacity for both segments of 
the aluminum industry and the Government stockpile. 

Reservation of one-third of the new capacity for the independent users would 
have achieved one of the primary goals for which the Government-sponsored pro- 
grams were created. Fulfillment of this goal was never achieved. 





ALUMINUM. INDUSTRY 439 


When it came to writing the guaranteed market contracts the primary pro- 
ducers saw to it that one-third was reserved for their exclusive use. However, 
by a deception little noticed at the time, the contracts combined the one-third 
that was to be set aside for independent users with the one-third to be sold to the 
Government stockpile in a single clause reserving two-thirds of the expanded 
capacity fot the independents, subject to a prior call for the stockpile. The inde- 
pendents got two-thirds of the new expansion capacity diluted by the stockpile 
take which came out of their two-thirds before they received their own share. 
No ceiling was placed upon the amount of stockpile metal the Government could 
take out of the two-thirds reserved for the independents. 

It was made to appear that the Nation’s credit, through its lending and loan 
supporting powers, was extended to guarantee independent users a firm supply 
of one-third of the output of the new capacity. In reality, however, while the 
prime producers have a guaranteed one-third take of the new capacity not sub- 
ject to invasion by the stockpile take, the independent users have no firm guaran- 
teed take from the expanded capacities. The two-thirds reserved for the 
independent users is subject first to the call of the stockpile, and the independents 
get only what is left. In addition, the primary producers have combined the less 
than one-third of expanded capacity shipped to independents and the aluminum 
shipped to independents from old or preexpansion capacity and regarded the total 
arrived at thereby as fulfilling their obligations to the independent users under 
the guaranteed market contracts. 

These procedures have worked to: (a) Reserve absolutely one-third of the 
new capacity for use by the primary producers; (b) reserve all of the old or 
preexpansion capacity for use by the primary producers; (c) reserve most of 
the two-thirds of the new production set aside for independent users to the prime 
producers for sale by them to the Government in fulfillment of stockpile require- 
ments. (The sale of primary aluminum to the stockpile by the prime producers 
is the same as sale of primary aluminum to any uses by the prime producers, 
since dollar receipts for all sales go into the same till.) 

In 1954, the year ot highest production from the expanded facilities since incep- 
tion of the expansion programs, the independent users, instead of receiving 33% 
percent of the expanded capacity production, as was intended by the Government, 
received only 1634 percent of the expanded production, and a total of only 17 
percent of the entire production of the domestic aluminum industry for the year 
1954. : 

Defeat of the Government’s aim in this matter is demonstrated with the fol- 
lowing figures (see chart A, following). In 1950 total primary aluminum produc- 
tion from the 3 prime producers in the United States amounted to 1,403 million 
pounds. Of this production, 300 million pounds was shipped to independent 
users, The Government recognized at the inception of its aluminum production 
expansion programs that independent users were to receive the 300 mililon pounds 
they had received from the primary producers in 1950, in addition to the amount 
provided for them under the guaranteed market contracts. 

In 1954 total primary aluminum production in the United States was 2,921 
million pounds, including 1,204 million pounds resulting from the Government’s 
aluminum expansion programs covered by guaranteed market contracts. From 
this production there should have been available to independent fabricators (a) 
300 million pounds from the old primary aluminum capacity, as in 1950, and (b) 
one-third of the new capacity of 1,204 million pounds (403 million pounds) as per 
the guaranteed market contracts. In other words, there should have been avail- 
able to independent fabricators in 1954 a total of 704 million pounds. 
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On the basis of distribution figures available to me for the 1954 primary alumi- 
num production, the primary producers shipped only 500 million pounds of 
aluminum to the independents. The remaining 2,421 million pounds of alumi- 
num was retained by the 3 producers for their own fabricating facilities and for 
delivery to the stockpile. 


Cuart A.—Primary aluminum sold independent fabricators from 1950 and 1954 


Pounds 

1950 total production 1, 403, 000, 000 
Shipped to independents (21 percent) 300, 000, 000 
1954 total production (old and new capacity) 2, 921, 000, 000 
Available to independents from old capacity__._-_-----------_-- 300, 000, 000 
Available to independents from new capacity___--------_.----_- 403, 000, 000 
Total available to independents____.__----_-----_------------- 

Shipped to independents (17 percent) 


Examining first the 500 million pounds shipped to independents: (a) 300 mil- 
lion pounds of this total was shipped to the independents from old capacity (as 
in 1950) ; (6) 200 million pounds, therefore, was shipped from the new capacity, 
_this amounts to approximately 16%4 percent of the new capacity instead of 3314 
percent the Government intended to be shipped to independents from expanded 
capacity as provided under guaranteed market contracts. Independents received 
a total of only 17 percent of the entire 1954 domestic production. 

Examining next primary aluminum from expanded capacity retained by the 
primary producers (see chart B following) : (a) The total expanded new capacity 
amounted to 1,204 million; of this the primary producers retained one-third or 
400 million as per the guaranteed market contracts for their own fabricating uses ; 
(b) Since 200 million pounds of this new capacity was sent to indépendent users, 
assumedly, therefore, 604 million pounds was shipped to the stockpile in order 
to fulfill requirements under the guaranteed market contracts that two-thirds 
of the aluminum from new capacity be reserved for independent fabricators and 
stockpile. 


CHART B.—Primary aluminum distributed to independent fabricators, producers 
and stockpile from 1954 production 
Pounds 
1954 production from new capacity._.---------..---.----.----- 1, 204, 000, 000 
Shipped to independents from new capacity (16% percent) 200, 000, 000 
Shipped to prime producers from new capacity (33% percent)__.._ 400, 000, 000 
Reserved for stockpile from new capacity (50 percent) 604, 000, 000 


In order to substantiate or correct the above figures, I wish to have copies of 
all guaranteed market contracts between the Government and primary producers 
now in force, as well as direct answers to the following questions : 

1. How does the Government know whether provisions of guaranteed market 
contracts between it and the primary producers are fulfilled, i. e., that the pri- 
mary producers retain one-third of the aluminum from expanded capacity ‘and 
the remaining two-thirds is dedicated to the stockpile and sale to independent 
users? 

2. What Government agency or what individual in the Government is respon- 
sible for keeping track of the administration of the distribution clauses of the 
guaranteed market contracts between the Government and primary producers? 

3. What steps have been taken by the Government or a designated agency or 
officer to assure that the intention of the Government in executing the distribu- 
tion clauses in the guaranteed market contracts if followed, i. e., that of the two- 
thirds of expanded primary capacity reserved for stockpile and independent 
users, one-third goes to the stockpile and one-third goes to independent users? 
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The Office of Defense Mobilization has recently announced that it will forgive 
delivery of 150 million pounds of aluminum to the stockpile by the primary 
producers under its guaranteed market contracts during the first half of 1955. 

Since, under the guaranteed market contracts, the stockpile metal comes out 
of the two-thirds of expanded production reserved for stockpile and independent 
users, how is the Government supervising and directing distribution of the 150 
million pounds to independent users? 

It has come to my attention that primary producers or their representatives 
serve as members of industry advisory committees on primary aluminum to 
various agencies of the Government. Presumably this places them in a position 
of considerable influence with respect to decisions made concerning distribution 
of primary aluminum. In what way is this influence offset or counterbalanced 
by equal representation of the independent aluminum users? 

I would appreciate prompt replies to my question. 

Sincerely yours, 
JAMES E. MURRAY. 


May 27, 1955. 
Mr. Cuap F. CALHOUN, 
Kaiser Aluminum & Chemical Corp. 
Washington 6, D.C. 


DEAR Mr. CALHOUN: Your letter of May 26 with which you enclosed a copy of 
your letter to Senator James E. Murray and your press release of May 26, has 
been received in the absence of Congressman Yates, and will be called to his 
attention upon his return to Washington next week. 

Sincerely yours, 
JANET Scunitz, Secretary. 


KAISER ALUMINUM & CHEMICAL CorpP., 


Washington 6, D. C., May 26, 1955. 
Hon. Sipney R. YATEs, 


New House Office Building, Washington 25, D.C. 


Deak CONGRESSMAN YATES: Yesterday Senator Murray made public a letter 
dated May 24 which he had addressed to Dr. Flemming and also which he had 
transmitted to you. ‘ 

Since the basis of the Senator’s letter is so completely false and misleading, 
we have felt compelled to issue a press release. I am enclosing a copy for your 
information. 


Very truly yours, 
Cuapb F. Catnoun, Vice President. 


KAISER ALUMINUM & CHEMICAL CorP. 
[News Release, for Immediate Release, Thursday, May 26, 1955] 


WasHINGTON, D. C.—D. A. Rhoades, vice president and general manager of 
the Kaiser Aluminum & Chemical Corp. said today that a statement by Senator 
James E. Murray, of Montana, to the effect that the company had not complied 
With its contracts to supply nonintegrated aluminum users was “completely er- 
roneous and misleading.” 

The Senator’s statement was contained in a letter to Arthur S. Flemming, Di- 
rector of the Office of Defense Mobilization. 

Mr. Rhoades, who testified yesterday before a subcommittee of the House 
Select Committee on Small Business which is studying primary aluminum pro- 
duction in the United States, declared that Kaiser Aluminum “at all times has 


exceeded its obligations to supply nonintegrated users under the company’s 
contracts.” 
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“In fact,” he added, “since 1950 Kaiser Aluminum has expanded its total metal 
production 130 percent while our sales to nonintegrated users of aluminum has 
increased 600 percent.” 

Referring to the relief the primary aluminum producers have received from 
supplying the Government stockpile during the first two quarters of 1955, Mr. 
Rhoades pointed out that Kaiser Aluminum is supplying “53 million pounds more 
primary aluminum to nonintegrated users during the first 2 quarters than would 
have been possible without such relief.” 

“Based on the present level of stockpile deliveries, our primary sales to non- 
integrated users this year will be 210 million pounds compared with 136,500,000 
pounds for the year 1954,” Mr. Rhoades said. 

“We believe this is an excellent record * * * a record that refutes the state- 
ment by Senator Murray,” he added. 





Katser ALUMINUM & CHEMICAL CorP., 
Washington, D. C., May 26, 1955. 
Hon. JAMES E. Murray, 
United States Senate, Washington 25, D. C. 


Dear SENATOR Murray: This letter is prompted by your letter of May 24, 1955, 
to Dr. Arthur Flemming, Director of the Office of Defense Mobilization, which 
you released to the press, and in which you have made several suggestions and 
recommendations based upon erroneous and misleading information. 

I feel it is quite unfortunate that you were supplied with such information 
and that you wrote your letter without availing yourself of the opportunity to 
check this material with us. 

Because of the startling nature of your letter to Dr. Flemming, we have had 
no other recourse than to issue a press release today (copy attached) pointing 
out that your information was erroneous and misleading. 

At your convenience, I would appreciate the opportunity of presenting to 
you the facts in this matter and show you that as Mr. Rhoades, our general 
manager, testified yesterday before the House Small Business Subcommittee, “We 
have at all times exceeded our obligations to supply nonintegrated users under 
our supply contracts.” 

I am also attaching for your information a copy of Mr. Rhoades’ prepared state- 
ment which he made yesterday to the House Small Business Subcommittee on 
minerals and production materials. 

Sincerely yours, 


Cuap F. Carnoun, Vice President. 
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Name and location 
of facility 


Aluminum Co. of America 
and subsidiaries 


1393 
3-5-52 Alcoa, Tenn. 
1394 |_....do__ 
11-9-51 | 
1395 |.....do_-- 
3-23-51 
1392 
1-16-52 


Nantahala Power & Light 


Aluminum Co. of America, 
Massena, N. Y. 
a eS 


2023 
9-22-51 | 
2025 | 
§-3-51 
2026 
4-9-51 
2028 
12-6-51 
2029 
5-3-51 


ae Beas oe 


St. Lawrence River Power 
Co., Massena, N. Y. 

Carolina Aluminum Co. 
Badin, Stanley County, 
N.C. 

Aluminum Co. of America, 
Port Lavaca, Tex. 


2119 
3-28-51 
2120 
3-8-51 
2121 
11-16-51 
2599 
3-8-51 


2, 600 


Aluminum Co. of America, 
Wenatchee, and Van- 
couver, Wash. 

Aluminum Co. of America, 
Bauxite, Ark. 

Aluminum Co. of America, 
Port Lavaca, Tex. 


b.. 


Aluminum Co. of America, 
Badin, N. C. 
Aluminum Cooking Uten- 
sil Co., Chillicothe, Ohio. 
Aluminum Co. of America, 
East St. Louis, Ill. 
Aluminum Co. of America, 
Mobile, Ala. 
Aluminum Co. of America, 
Rosiclare, Il. 
Bauxite Northern Ry. Co., 
Saline County, Ark. 
Aluminum Co. of America, 
Rockdale, Tex. 
Aluminum Co. of America, 
Mobile, Ala. 
Aluminum Co. of America, 
East St. Louis, Ill. 
Alcoa Exploration Co., 
Dominican Republic. 
3 | Aluminum Co. of America, 
| Rockdale, Tex. 
Milan Transmission Co., 
Milan County, Tex. 
Aluminum Co. of America, 
Sandow, Tex. 
Aluminum Co. of America, 
East St. Louis, Il. 
Aluminum Co. of America, 
East St. Louis, Il. 
Aluminum Co. of America, 
Alcoa, Tex. 
1386 | Aluminum Co. of America, 
4-5-51 Cleveland, Ohio. 


See footnotes at end of table. 


5-14-52 
17947 
5-14-52 
20483 


6-11-52 
22984 
1-7-53 
27424 
5-3-54 





Aluminum Co. of America, | 
| 


| 


Co., Jackson County, | 
N.C 


| 
| 


| 
} 


| 


j 
| 





of 
dollars) | 4°lars 


319 
295 


43, 565 
2,174 
1, 494 

49, 165 


41, 578 
1, 291 
784 

28, 709 
207 

25 


125 

118, 360 
10, 955 
94 

3, 000 


1, 000 


330 


103 
450 


Per- 
cent 


amor- 


of tized 


ag o.a@ 6 qa a oO 4 


Oo 2-6 @& 


mn 


maoaagqagaaagdgeadasa4 a 


m™oaaao"an2aaa 


Q 


z 


CERTIFIED 


Power gener- 
ation,? distri- 
bution and 
transmission 


Thou. | Capac- 

sands it 

of dol-| (kilo- 
lars | watts) 








ALUMINUM INDUSTRY 445 


CASES 






Primary aluminum 
Finished and semifinished 


facilities 














tion, 
Thou- | Capac-} (thou- 






Thou- | Capac- | Thou- 










sands; it sands | sands ity |sands 
of dol- |(annual] of dol- Product 
lars tons) | lars 
a Sih Sida ee nampa Admini anaiadiedaatpaan mnie ake 299 | () 
Lene enintlt Athen Dhaka stein ann caitibtaneds Mienscdeiiencadal Meee eees 25 | Ordnance. 
LeitiiablaeinmehicanneS bilo ARO 200 Rb Pi—.. OS... series B lose! 
450 | (1), 


sch dle al adh da mea senate cscs ica isd celeste diane meee Goce bs tevowalbi dinate 2,807 | Forgings. 





70669—56——30 





25865 
7-23-53 
26235 
10-22-53 


ALUMINUM INDUSTRY 


Name and location 
of facility 


Aluminum Co. of America 
and subsidiaries—Con. 


Aluminum Co. of America. 
Cressona, Pa. 
Alton & Southern R. R., 
East St. Louis, Il. 
Aluminum Co. of America, 
Lafayette, Ind. 
Aluminum Co. of America, 
Davenport, Iowa. 
Nantahala Power & Light 
Co., Jackson County, 
N.C. 
Nantahala Power & Light 
Co., Franklin, N. C. 
Aluminum Co. of America, 
Vancouver, Wash. 
Aluminum Co. of America, 
Cleveland, Ohio. 
Aluminum Co. of America, 
Massena, N. Y. 
Aluminum Co. of America, 
Vernon, Calif. 
Aluminum Co. of America, 
Buffalo, N. Y. 
Aluminum Co. of America, 
Alcoa, Tenn. 
Aluminum Co. of America, 
Cleveland, Ohio. 
Aluminum Co. of America, 
Lafayette, Ind. 
Aluminum Co. of America, 
Alcoa, Tenn. 
Aluminum Co. of America, 
Cleveland, Ohio. 


Aluminum Co. of America, 
Vernon Calif. 
Aluminum Co. of America, 
Massena, N. Y. 
Aluminum Co. of America, 
Cleveland, Ohio. 
Aluminum Co. of America, 
Edgewater, N. J. 
Aluminum Co. of America, 
Lafayette, Ind. 
Aluminum Co. of America, 
Davenport, Iowa. 
Aluminum Co. of America, 
Cressona, Pa. 
Aluminum Co. of America, 
ee, Conn. 
o 


Aluminum Co. of America, 
Bauxite, Ark. 
Aluminum Co. of America, 
Vancouver, Wash. 
Aluminum Co. of America, 
Alcoa, Tenn. 
Aluminum Co. of America, 
Lancaster, Pa. 
Aluminum Oo. of America, 
Davenport, Iowa. 
Aluminum Co. of America, 
Cleveland, Ohio. 
Aluminum Go. of America, 
Alcoa, Tenn. 
Aluminum Co. of America, 
Edgewater, N. J. 


See footnotes at end of table. 


Amount 
of Amount 


applica- 
tion, 
(thou- 
sands 
of 
dollars) 


cent 
amor- 
tized 


SeSRRRRRRERRRERES 


ass Ra 


ss 


Amount 
amor- 
tized, 
(thou- 
sands 

of 
dollars) 


— 
+ 


os 
- 


SSBB eeBaBS a B 


Cc 
Cc 
Cc 
C 
Cc 
Cc 
Cc 


Cc 

8 
June 1955 

Cc 

Cc 

oO 

Cc 

© 

oC 

oO 


Jan. 
C 


8 
Cc 
C 
Co 
Cc 
Oo 


8 
Oct. 1955 
Cc 


8 
a 
Feb. 1956 

Cc 

Cc 


CERTIFIED 


Power gener- 
ation,? distri- 





ALUMINUM INDUSTRY 


CASES—Continued 


Alumina Primary aluminum 
Finished and semifinished 
facilities 


Trans- Plant Trans- 

porta- porta- 

tion, tion, 

(thou- | Thou- | Capac-| (thou- Capac- | Thou- 
sands |sands| ity | sands ity | sands —_— 
of dol- | of dol- |(annual) of dol- (annual) of dol- 

lars) lars tons) lars) lars tons) lars 


Extrusions. 


Do. 
Sheet and plate. 





Rod and cable. 

Military aircraft 
parts. 

Forgings. 


Do. 





Magnesium base 
castings. 





Forgings. 
Extrusions. 


Sheet. 





Forgings. 


Do. 





Do. 

Do. 

Do. 
Extrusions. 

Do. 
Sheet and plate. 
Extrusions. 
Castings. 

Do. 
Refractory and abra- 


sive aluminas. 
Bloom stock. 














Aluminum fasteners, 
Sheet and plate. 


Forging ingots. 





Tubing. 





Extrusions. 














ALUMINUM INDUSTRY 





2349 
3-8-51 
2350 
4-23-51 
6364 
7-39-51 
6365 
9-22-51 


6368 
9-21-51 
6369 
9-22-51 
6370 
7-2-51 
6372 
11-16-51 
6373 
7-9-51 


74 
9-21-51 
6375 
9-22-51 
9130 
6-15-51 
9947 
8-8-5 
11402 
12-7-51 
14908 
11-9-51 
14099 


1-16-52 
14100 
1-25-52 
14806 
2-28-52 
14807 
1-14-52 


Name and location 
of facility 


Aluminum Co. of America 
and subsidiaries—Con. 


| Aluminum Co. of America, 
—- Calif. 


Aluminum Co. of America, 
Cleveland, Ohio. 
} Aluminum Co. of America, 
Alcoa, Tenn. 
Aluminum Co. of America, 
Cleveland, Ohio. 
Aluminum Cooking Uten- 
- Co., New Kensington, 
a 


Aluminum Co. of America, 
Love Hollow, Izzard 
City, Ark. 

Nantshala Power & Light 
Qo, Jackson County, 


Aluminum Co. of America, 
Port Lavaca, Tex. 


Reynolds Metals Co. and 
subsidiaries 


Reynolds Metals Co., 
Jones Mills, Ark. 
Reynolds Aluminum Co., 
Troutdale, Oreg. 
Reynolds Metals Co., 
Corpus Christi, Tex. 
Reynolds Aluminum Co., 
Jones Mills, Ark. 
Reynolds Metals Co., 
urricane Creek, Ark. 
Reynolds Metals Co. 
Listerhill, Ala. 
Reynolds Metals Co. 
McCook, Il. 
Reynolds Metals Co. 
Phoenix, Ariz. 
Reynolds Metals Co., 
Richmond, Va. 
Reynolds Mining Corp., 
Alexander, Ark. 
Reynolds Jamaica Mines, 
Jamaica, British West 


Indies. 
Reynolds Alloys Co., 
Listerhill, Ala. 
Reynolds Metals Co., 
Hurricane Creek, Ark. 
Reynolds Metals Co., 
Longview, Wash. 
Reynolds Metals Co., 
urricane Creek, Ark. 
Reynolds Metals Co., 
Louisville, Ky. 
Reynolds Metals Co., 
Co., 





Jones Mills, Ark. 
Reynolds Metals 
ichmond, Va. 
Reynolds Metals 
McCook, Ill. 


erhill, Ala. 


Reynolds Mining Corp., | 


Alexander, Ark. 


See footnotes at end of table. 





Co., | 
| 
| Reynolds Alloys Co., List- 


Amount Amount 


of S 
dollars) dollars) 





Per- 
cent 
amor- 
tized 


ssssesses e288 & 


BS & 


3 S38 


SSS R888 8BS 


Amount 








CERTIFIED 


Power r- 
ation,? Sistri- 
amor- bution and 
tized 


(thou- Status! 
san 


dollars) 


8 
Sept. 1955 19 
Cc 


s 
Sept. 1955 
NA 
Nov. 1955 
Cc 


= 
5 


3 5 
272aa"naaada aga ao 4 


aaa 


a. O 'O-.'o. OG: G 





ALUMINUM INDUSTRY 


CASES—Continued 


Bauxite Primary aluminum 


Finished and semifinished 
facilities 
Plant 


sands | _ ity ds | sands ity | sands 
of dol- |(annual! of dol- | 
lars tons) | lars 


Thou-| Capac-| (thou- | Thou- | Capac- Ta 
Product 


Forgings. 

Do. 
Titanium forgings. 
Sheet. 
Magnesium cast- 


ings. 
Military aircraft 


Rods, wire, 
cable. 
Sheet. 


Extrusions 
tubing. 
Reflector foil. 











| Sheet and foil. 


Aluminum powder 
and paste. 





Reflector foil. 
Sheet and plate. 
Sheet and foil. 





ALUMINUM INDUSTRY 





Amount Amount 
applica- =e 
Name and location tion (thou- 
of facility (thou- sands | #™or- 
sands tized 


of of 
dollars) dollars) dollars) 


Reynolds Metals Co. and 
subsidiaries—Continued 


14808 | Reynolds Metals Co., | 
14-52 | Grand Rapids, Mich. 
15126 | Reynolds Metals Co., 
12-14-51 Hurricane Creek, Ark. 
15339 | Reynolds Mining Corp., 
6-30-52 Poncha Springs, Colo. 
15475 | Reynolds Metals Co., | 
44-52 | Phoenix, Ariz. 
15946 | Reynolds Metals Co., 
12-13-51 Corpus Christi, Tex. 
15947 | Reynolds Reduction Co., 
12-13-51 Arkadelphia, Ark. 
15948 | Reynolds Metals Co., Cor- 
12-14-51 | pus Christi, Tex. 
16115 | Reynolds Alloys Co., Lis- 
12-14-51 terhill, Ala. 
16955 | Reynolds Metals Co., Mo- 
4-2-52 bile, Ala. 
16956 | Reynolds Metals Co., 
8-24-52 Jones Mills, Ark. 
16957 | Reynolds Metals Co., Lis- 
4-2-52 terhill, Ala. 
16958 | Reynolds Metals Co., Cor- 
2-26-52 | pus Christi, Tex. 
17927 | Reynolds Metals Co., 
3-9-53 | Phoenix, Ariz. 
19205 | Reynolds Metals Co., Lis- 
5-6-52 | _ terhill, Ala. 
21603 | Reynolds Metals Co., 
12-17-52 Grand Rapids, Mich. 
21889 | Reynolds Metals Co., 
9-11-52 McCook, Ill. 
27093 | Reynolds Alloys Co., Lis- 
6-14-54 terhill, Ala. 
27401 | Reynolds Sales Co., San 
3-1-54 Patricio Co., Tex. 
28299 | Reynolds Metals Co., Cor- 
8-10-54 pus Christi, Tex. 


J 
So 


eseeseeseenRrnenas 





~ 
° 





ReResees 





Kaiser Aluminum and 
Chemical Co. and sub- 
sidiaries 





Kaiser Aluminum & 
Chemical Corp., New 
Orleans, La. 

Kaiser Aluminum & 
Chemical Corp., Baton 
Rouge, La. 

Kaiser Bauxite Co., 
Jamaica, British West 
Indies. 

Kaiser Aluminum & 
Chemical Corp., Mead, 
Wash. 


Kaiser Aluminum & 
Chemical Corp., Trent- 


7895 | Kaiser Aluminum & 
7-10-51 iL Corp., Baton 


Rouge, La. 

7896 | Kaiser Aluminum & 
12-14-51 Chemical Corp., Trent- 
wood, Wash. 

7897 | Kaiser Aluminum & 
6-15-51 amie Corp., Mead, 


. 


See footnotes at end of table. 





Status ! 


aaaa a4 


e-G@ 8 G4 64 6 4-0':9° 08 C&G 


CERTIFIED 


Power gener- 
ation,? distri- 
. bution and 

transmission 


Thou-| Capac- 

sands ity 

ofdol-| (kilo- 
lars | watts) 








ALUMINUM INDUSTRY 


CASES—Continued 


porta- 
tion 
(thou- 
sands 
of dol- 
lars) 





Thou- 

sands 

of dol- 
lars 

















Finished and semifinished 
facilities 


Product 


76 | Extrusions and 
tubing. 


Forging stock and 
rod. 


Extrusions and tub- 
ing. 


Extrusions. 





Plate and sheet. 





ALUMINUM INDUSTRY 


CERTIFIED 


Name and location 
of facility 


Kaiser Aluminum and 
Chemical Co. and sub- 
sidiaries—Continued. 


8663 | Kaiser Aluminum & 55 

12-4-51 Chemical Corp., Hale- 
thorpe, Md. 

8664 | Kaiser Aluminum & 105 
12-7-51 Chemical Corp., New- 

ark, Ohio. 

10295 | Kaiser Aluminum & 18, 440 8 
8-64-51 Chemical Corp., Baton Feb. 1956 
Rouge, La. 

10296 | Kaiser Aluminum & 69, 105 8 
8-6-51 Chemical Corp., New Feb. 1956 
Orleans, La. 

11060 | Kaiser Aluminum & 661 
11-16-51 —— Corp., Mead, 


ash. 
10297 | Kaiser Bauxite Co., Ja- 
8-6-51 maica, British West 
Indies. 

11062 | Kaiser Aluminum & 
11-16-51 Chemical Corp., Hale- 
thorpe, Md. 

11065 | Kaiser Aluminum & 
11-9-51 Chemical Corp., Perma- 
nente, Calif. 

15228 | Kaiser Aluminum & 
9-8-52 Chemical Corp., Newark, 

Ohio. 

16227 | Kaiser Aluminum & 
1-31-52 Chemical Corp., Ta- 
coma, Wash. 

18975 | Kaiser Aluminum & 
5-27-52 Chemical Corp., Fallon, 

Churchill City, Nev. 
26532 | Kaiser Aluminum & 
7-10-54 Chemical Corp., Trent- 


13635 

124-51 

21188 | Kaiser Aluminum & 

10-7-52 Chemical Corp., Ravens- 
ood, W. Va. 

22363 


2-13-53 





17411 | Anaconda Aluminum 
1-8-52 Co.,8 Columbia Falls, 
Mont. 
20722 | Harvey Machine Co., The 
12-24-52 Dalles, Oreg. 
23258 | Olin Mathieson Chemical 


11-18-52 | Co. (site not determined). 
23259 d 
11-18-52 


commence cements preity cartel An sii gucci A nari rene estaba tecnica 

1 C=Completed: S=started and not completed: NS=Not started as of July 15, 1955. Date of expiration 
shown for other than completed cases. 

2 Data in kilowatts available only for facilities involving power generation cases. 

3 Conversion of 10 soaking pits from electric to natural gas. 

4 Gas collecting and washing facilities. ' 

ae — supplied to TVA which in turn delivers power on an interchange basis to aluminum plant 
at Alcoa, Tenn. 
Ge Amount denied (approximately $4,500,000) represents purchase price of St. Lawrence plant from U. 8. 

overnment. 

? Water transmission and electrical facilities for third pot line (TA 2026). 

8 Housing for employees. : 

® Gas gathering and transmission facilities. 

1° Includes also facilities for aluminum fluoride and + fener cryolite. 

u Fluorspar for production of aluminum flouride and synthetic cryolite. 

12 Storage for sulphuric acid and fluorspar. 

13 Housing for employees. 

4 Industrial water supply. 

15 Synthetic cryolite. 

% Conversion to natural gas of 12 soaking pits. 





453 


CASES—Continued 


| 


ties 


Product 


Shapes. 


Screw machine 
stock. 


1, 475 475, 000 
Shapes. 
Sheet and foil. 


Forgings and wire. 





Tubing. 


Plate, sheet, and 
coil. 





Sheet and shapes. 


1” Cryolite recovery. 

18 Cryolite recovery. 

19 Request for time extension to March 1956 pending. 

Py —— grade limestone for the lime-soda-sinter process in the treatment of bauxite for the production 

of alum: 

21 Natural gas transmission line. 

22 Fluorspar. 

3 Su . facility TA 2347. 

“4 Ut for TA 349 and TA 15948. 

% Rec eoek cryo 

% Gas pipeline; utility associated with TA 15946. 

7 Deep water channel and basin related to TA 15946. 

% Part of TA 806 

2 Includes undetermined amount for power facilities. 

%® Cryolite. 


33 Superseding T 4 TA 1337 which was canceled. 





ALUMINUM INDUSTRY 


PENDING 


Power gener- 
ation,? ri- 
bution and 
transmission 


Location of facility sands — 4 
of dol- o- 
lars | watts) 


Aluminum Co. of America 
and subsidiaries 


Tapoco, Inc., Blount and | 
Monroe Counties, Tenn. 


Reynolds Metals Co. and 
subsidiaries 


Reynolds Mining Corp., 
Haiti. 

Reynolds Jamaica Mines, 
Jamaica, British West 
Indies. 

Reynolds Metals Co., gulf 


coast. 

Reynolds Metals Co., Ohio 
River Valley. 

Reynolds Metals Co., 
Listerhill, Ala. 

Reynolds Metals Co., Ohio 
River Valley. 

Reynolds Metals Co., San 
Patricia, Tex. 





Kaiser Aluminum & 
Chemical Co. and sub- 
sidiaries 


Kaiser Aluminum & 
Chemical Co., Chal- 
mette, La. 

Kaiser Aluminum & 
Chemical Co. (not de- 
termined). 

Kaiser Aluminum & 
Chemical Co., Tacoma, 
Wash. 

Kaiser Aluminum & 
Chemical Co. (not de- 
termined). 

Kaiser Aluminum & 
Chemical Co., Mead, 


Wash. 

Kaiser Bauxite Co., Ja- 
maica, British West 
Indies. 











Other 


29574 | St. Joseph Lead Co. and 
5-16-55 Pittsburgh Consolida- 
tion Coal Co., Beaver 

County, Pa. 
30303 | Revere Copper & Brass 
8-2-55 Co., Wenatchee, Wash. 


% Oryolite. 
35 Includes alumina facilities. 








ALUMINUM INDUSTRY 


Primary aluminum 


Finished and semifinished 
facilities 
Plant Trans- Trans- 
porta- porta- 
tion tion 
Thou-| Capac- | (thou- Thou- | Capac- | Thou- 
sands ity sands sands ity sands Product 
of dol-| (annual | of dol- | of dol- |(annual) of dol- | of dol- | (annual! of dol- 
lars lars | tons) | lars) lars tons) | lars 
































ALUMINUM INDUSTRY 


DENIED, REJEOTED 


Power generation 
distribution, and 
transmission 

| Name and location of facility Action 

Ca ity 

ilo- 
watts) 


Aluminum Co. of America 
and subsidiaries 





2024 | St. Lawrence River Power 9-22-51 
1-29-51 Co., Massena, N. Y. 
3875 | Aluminum Co. of America, J 9-22-51 |. 
3-7-51 Alcoa, Tenn. 
3878 | Alcoa Steamship Co., Tembla- 7 . 9-21-51 
3-7-51 dora, Trinidad, British West 
Indies. 
9614 | Alcon Mining Co., Rosiclare, 1-29-52 
5-25-51 il. 
15969 | Aluminum Ore Co., East St. 
11-19-51 Louis, Il. 
24015 | Aluminum Co. of America, 
12-29-52 Vancouver, Wash. 
24016 | Aluminum Co. of America, 
1-2-53 Massena, N. Y. 
25864 | Aluminum Co. of America, 
6-12-53 Buffalo, N. Y. 


Reynolds Metals Co. and 
subsidiaries 


Reynolds Metals Co., Lister- 
hill, Ala. 

Reynolds Metals Co., Louis- 
ville, Ky. 

Reynolds Metals Co., St. 
Louis, Mo. 

Reynolds Aluminum OCo., 
Jones Mills, Ark. 

Reynolds Metals Co., Louis- 
ville, Ky. 

Reynolds Metals Co., Carib- 
bean Sea. 


Kaiser Aluminum-Chemical 
Corp. and subsidiaries 


Kaiser Aluminum & Chem- 
ical Corp., Halethorpe, Md. 

Kaiser Aluminum & Chem- 
ical Corp., Heath, Ohio. 

Kaiser Aluminum & Chem- 
ical Corp., Columbiana, 
Ohio. 


Other 


Troy Aluminum Corp., Pa- 64, 800 
cific Northwest. 
Troy Aluminum Corp 


Independent Aluminum 
Corp., Pacific Northwest. 
United Aluminum Co., Inc., 
Edna, Tex. 

Aluminum Ingot Co., Willis- 
ton, N. Dak. 

Spartan Aircraft Co., Little 
Rock, Ark. 

Olin Industries, Inc. (location 
not selected). 





% Acquisition of an existing facility. 

37 Normal expansion. Commenced prior to Jan. 1, 1950. 

38 Program started in 1947. 

39 No shortage of activated alumina for chemical and petroleum industry. 
40 No existing shortage. 





ALUMINUM INDUSTRY 


AND WITHDRAWN CASES 
























Primary aluminum 











457 





Finished and semifinished 

















facilities 
Plant Trans- Piant Trans- Plant 
- porta- |__| «SCoépporta- 
tion, tion, tion, 
(thou- | Thou-| Capac- | (thou- | Thou-| Capac-| (thou- | Thou- | Capac- | Thou- 
sands | sands ity sands | sands ity sands | sands ity | sands Product 
of dol- | ofdol-| (annual | of dol- | of dol- |(annual} of dol- | of dol- |(annuall of dol- . 
lars) lars tons) lars) lars tons) | lars) lars tons) lars 
Lid den i Rigpienneg edie dctinaiaed- ole bn deliseachb een nada 1,946 | Nome |._.---- 
SD Bakar Sie ae nie ca cheers pice Eras naksaleeinss wih eaicnasteamana ola Riciars 
its tte addi bidet aababioe Be Mcicdiea hie ea bth ensradieedanos +5 ilie odans 
= i Mi nici ae ia OE ici cal Nitsa Reet head i oeeealinmis wllite 
iis cn cess hacen Weird eae i cei carrie attra 1,750 | Aluminum cable. 
. iinheei ile dhiasada dcinis ted aan tie nied eerie dined ees se tiene aenkaaie 700 | Aluminum con- 
ductors. 
iin bein aden kak ead dt each aed dada tteadlga aie ieee 350 | Magnesium cast- 
ings. 
i indie dadas2isse hades kh aioe ebaaabindetin toakesens eipode cts 
icin gated din ahsk ibenilin ine aunt naesasale sandalcetaaeee Seema Caen tants DR cuasinghankamaddl 29 | Package material for 
aluminum foil. 
cs ec tiene a I a 77 Do. 
| | 
dtc coals aioli cs toes eiaka Us pinnae nt eealeeacleg led Saeed iscsi al BE Miditeaciccbikercsiun 
ss cal esac Wai ws cil a enn seg Uti cca Ha tele cbc ego cle el ns 57 | Medical field chests. 
| 
RI ia nek Bet seaman dav inpenedis bingeeketnessandabebeasdashekscceeciacsunane |----=-- 
| | 
| 
ccna td dtie Reena abcde dik that abadkune aa wade bemsianiinasancuk 1,800 | Extrusions and forg- 
ings. 
ssi inde Radiata ohio g itnad act alana eaiaeiunmnnannteassacen Lesicccclacescoun! Set A Wa <a 
cable. 
hasan en Nn da eeieall bnethghasicioes iaalatains ed Aeieaditnin hn naa ae aeaon Paes sed bedtlbn ai | 4,000 | Refractory brick. 
cae oh pg Es TE le '300, 000 Joss connie MAI Lacan ses! 
science DI Tic esicnchiatncicelhacienenes pentane Repnadiddianbecs 
i | 
sie ee cite ai roc ts ir icak deep aciel eli icelinlindie Es whinihecim aed aah se esees issn 
annie sia cbtnbe sacs apn sees aanesianae | een eee: yl 
| i i 
& an ce ales g| Rescov cei vik Rn wie ae Rade asdah aa isctadnk GR Anta 7008 1.-<.... | 
aad i Mt i ce ae Se 
Be se aie ee a a oe 120, 000 |........ ee 60, 000 |... 
| 


‘1 Proposed purchase of reserve plant. 


#2 No expansion of produ 
43 Goal completed. 
4* Expansion program co 


ction. 


mpleted. 








ALUMINUM INDUSTRY 


CANCELED AND 





pt ® 
No. 
and 
date 
of 
applica- 
tion 


11061 
6-15-51 


19306 
3-28-52 


24326 
2-2-53 
24327 
2-2-53 


Name and location 
of facility 


—_——. 


ee Baton Rouge, 
La, 


Corp.,*7 
La. 
Wheland Co.‘ (location 
undetermined). 
Wheland Co.# 
undetermined). 


Baton Rouge, 


(location 





| Kaiser Aluminum & Chem. 


Kaiser Aluminum & Chem. 


meneene Amount 
applica- 
tion 
(thou- 
sands 
of 


dollars) | 4°llars) 


6, 000 6, 000 





2, 056 2, 056 


35, 450 
22, 160 


Power gener- 
ation, distri- 
bution and 


85 


45 Construction not started. Certificate issued Nov. 16, 1951 and canceled Sept. 19, 1952. 
4¢ Synthetic cryolite. 
4? Project abandoned. Certificate issued May 27, 1952, and expired due to lapse of time. 





ALUMINUM INDUSTRY 


EXPIRED CASES 


Finished and semifinished 
facilities 
Plant 


Thou- | Capac- | Thou- 


sands ity 
of dol- |(annuall of dol- Product 
lars tons) 


48 Unable to finance. Certificate issued Mar. 5, 1953, and expired due to lapse of time. 
49 Not available. 
% Unable to finance. Certificate issued Mar. 23, 1953, and expired due to lapse of time. 


x 
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